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Throughout its service territory—in Ohio, 
Pennsylvania, West Virginia, Kentucky, 
Virginia, Maryland and southern New 
York — natural gas continues to be the 
preferred fuel for home and industry. 
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300,000 kw station 
goes into service 


When Unit No. 1 at the new Brunner Islard Steczm Plant 
was placed in commercial operation on June 22rd, 
Pennsylvania Power & Light Company expanded its 
system’s capability to over 1.8 million kilowatts. 

Steam for the 300,000 kwcross-compound, quedrup!e- 
flow turbine is supplied by a C-E Controlled Circulation 
steam generator designed for outdoor service. Photograph 
of the new outdoor station during final stage of erection, 
and brief specifications, appear on the opposite page. 

Th Brunner Island unit—largest in PP&L’s system— 

ed on the Susquehanna River at York Haven, 
<ylvania, about fifteen miles downstream from 
surg. Ebasco Services, Inc. were the consulting 
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NEW UTILITY STATIONS 
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Includes only new stations 
on new sites 

placed in operation since 
JANUARY 1, 1950 
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id of about a dozen reports and 
studies over the past year dealing 
with the work and reorganization of the 
regulatory commissions, emphasis is in- 
variably placed on securing a high-grade 
membership for these posts. This is no 
reflection, at all, on the many competent 
and dedicated men who have served on 
these commissions through the years. In- 
deed, as some of the reports bring out, 
it is a commentary on their dedication 
that so many served so long and so well 
despite uncertain tenure and mediocre 
compensation, considering the responsi- 
bilities involved. 


As President Kennedy’s personal ad- 
viser on regulatory matters, James M. 
Landis has pointed out, “good men can 
make poor laws workable; poor men will 
wreak havoc with good laws.” The prime 
key to improvement of the administrative 
process, therefore, is in the procurement 
of qualified personnel. 


Ir is strange, however, that notwith- 
standing the stress which the courts have 
placed upon the “expertise” of the reg- 
ulatory commissions, few qualifications 
are spelled out in either the federal or 
state regulatory laws. There is no dis- 
cernible barrier based on age, color, 
creed, sex, politics, nor—what may be 
most important—previous training. Some 
states, where the commissioners re not 
elected, require a bipartisan membership. 
A few require that the commissioners be 
domiciled within the state, but none of 
the laws have anything to say about back- 
ground qualifications or the lack of them. 


Many years ago—in 1929, to be exact 
—the idea of an “‘ideal’’ commission was 
discussed from the standpoint of whether 
it should contain a lawyer, an engineer, 
an accountant, or whatnot. But nothing 
was ever done about it. Most of the com- 
missioners were lawyers then, as they are 
today. But there is no reason in the law 
why this should be so. 
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LINCOLN SMITH 


a was in contemplation of this situation 
that Dr. LincoLtn Sir, the autlior 
of the opening article in this issue, first 
decided to do a series of studies on the 
background and qualifications of both 
state and_ federal 
studies, which range through the various 
professions—lawyers, engineers, account- 
ants, staff and career appointees, and gen- 
eral business backgrounds—have been 
published from time to time in this mag- 
azine. Now Dr. SmitH comes to the 
close of his exhaustive research with this 
latest article dealing with the selection 
of teachers and professors as commis- 
sioners. His article mentions, by name, a 
number of regulatory commissioners who 
came to their posts by way of the faculty 
route from an academic background. 


commissions. [is 





It would appear, after sizing up most 
of these articles, that the conclusions !)R. 
SmituH reached are remarkably neut~al. 
He does find a slight trend away from 
the heavy preponderance of lawyers ‘as 
was found to be the case in 1929), out 
there has been no pronounced trenc to 
any other particular pattern. One wo ild 
think, for example, that the accent m: :ht 
have been on accounting, in view of ‘he 
trend in recent years. 
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STONE & WEBSTER 
PROVIDES 


OmpPIecTe 


RATE SERVICE 
FOR UTILITIES... ow large, experienced staff works 


ontinually and successfully with large and small distribution utilities throughout 
e country. Our services include: 


Consultation on rate making policy 
Consultation on timing of rate actions 


Design of rate structures with emphasis on 


* simplification and modernization * development of new markets 
* competitive and promotional aspects * cost to serve 


Assistance in rate proceedings, including 
* supervising bill analyses * analyzing effect of rate changes on 


* preparing data for hearings and sisi 
conferences * analyzing cost of service 


* determining appropriate rate base * studying cost of money and rate of return 
* presenting expert testimony 


Assistance or representation of clients in negotiating with 


* regulatory bodies in rate proceedings  %* suppliers of gas or electricity 
* large industrial customers 


Advice in establishing or modernizing general terms governing standard 
procedures and conditions of service. 


Consultation on public relations aspects of rate actions. 


We are available to discuss your rate problems. Write or call for 
full information. 


STONE & WEBSTER Service Corporation 


90 Broad Street, New York 4, New York 





PAGES WITH THE EDITORS (Continued) 


Tuts author does have a good word 
for career appointments — meaning the 
elevation of staff members or persons 
with some other regulatory background 
—to the top positions on the commis- 
sions. This is good for staff morale and 


gives the commission benefit of special- 


ized experience. But as a matter of prac- 
tice, none of our Presidents nor state gov- 
ernors have ever made an actual tradition 
of appointing only career officials. 


Dr. SMITH is a native of Maine and is 
associate professor of political science of 
the New York University faculty. He is 
a graduate of Bowdoin College. Dr. 
SmitH took his AM and PhD degrees 
at the University of Wisconsin, and has 
taught at Yale, the University of Penn- 
svlvania, and the University of Califor- 
nia at Los Angeles. 


* 


—paghelaady on page 155 is an article 

by Wittarp F. STANLEY entitled 
“Can Prepayments on Purchase Contracts 
Improve Utility Income?” Mr. STANLEY 
is a resident of Brooklyn, New York, and 
a writer of financial and economic articles 
in the field of public utility operations. 
In this article he discusses the question 
of whether utility companies can increase 
their income by prepayments on equip- 
ment purchase contracts. This is a tech- 
nique which has been successfully used 
by utility companies, but some manage- 
ment people in the industry may not be 


© Fabian Bachrach 
WILLARD F, STANLEY 


ai 


JAMES H. COLLINS 


generally aware of it. Mr. STANLEY je- 
lieves that net income can be materi: ly 
increased by making partial and pericilic 
prepayments on contracts for equipment 
purchases. It is because utilities are in a 
position to make such prepayments that 
the advantages are available. 


* * *K X 


_ work very often escapes attention 
until it becomes a really burdensome 
problem of management. In the Bell sys- 
tem it was noticed that the increasing 
number of telephones was being passed 
by the increasing number of operational 
and clerical employees. These curves were 
even in 1945 but ten years later the cler- 
ical curve was moving ahead. And so the 
Bell system management decided to at- 
tack the problem of increasing clerical 
costs on a broad frontal basis. It <is- 
covered a number of things, such as the 
contagious nature of “paper shuffling.” 
Time and motion studies have been u-e¢ 
to bring this miscreant element of s! 
rocketing costs under better contr 
James H. Cotuins, Washington wri ¢ 
of business articles, tells us about this 
velopment in his article beginning on p: 


160. 


THE next number of this magazine v I! 
be out August 17th. 
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| Here’s a monthly 
qr check-up vital to 


yriLit 
PLES : 
PEO pesiderte®” red 


sail ETRE contol eter q maintenance of 
capital health 


Detailed, validated reports prepared from 
rate analyses provide utility management 
with bases to aid in securing just and reason- 
able rates. These bases can be the determinant 
in arriving at fair treatment of both the con- 
sumer and investor . . . attracting capital for 
service improvement and expansion. 


The R&S “One-Step” method of monthly 
analyzation of bill frequency has never been 
improved upon for detail, speed and econ- 
omy of preparation. Besides, change-over to 
the “One Step” method is easy, your person- 
nel is not involved, and all the work is done 
in our office. The value of this unique service 
has been proven to utility companies large 
and small—investigate the service for your 
company—there is no obligation of course. 
Write Dept. UG for full information. 


JRDING & STATISTICAL CORPORATION ico sixrss avenue + New YorK 13, N.¥. + worth ¢-2700 








P.U.R. QUESTION SHEETS 


With the least possible expenditure of time, effort and money, utility ex- 
ecutives, lawyers, accountants, engineers and others interested in any phase 
0! public utility regulation can keep well informed through these brief, four- 


pe leaflets issued every two weeks. 


hey consist of 10 questions and 10 authoritative answers based on current 
isions revealing court and commission views pro and con. Annual subscrip- 
ta $10. 


Send your order to 


Public Utilities Reports, Inc., 
332 Pennsylvania Building 
Washington 4, D. C. 
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THE RATE vast VERSUS "JUST AND 
REASONABLE RATES." PART I. 

John H. Bickley, utility consultant of Skokie, Illinois. and 
former federal and state regulatory expert, as well as . tility 
executive, has taken a long and careful look at the eco: omic 
relationship between the rate base and “just and reasc sable 
rates” under present circumstances. He asks a numb r of 
penetrating questions and supplies his conception of the an vers, 
Why, for example, should just and reasonable rates becc ne a 
matter of political geography or jurisdictional bound :ries? 
Why should the rate base likewise mean one thing in one »lace 
and a different thing in another place? The first part c: this 
two-part article deals with the criticisms of the fair valu: rule, 
mainly as contained in the Brandeis opinion in the * uth- 
western Bell Telephone case, decided nearly four dv-cades 
ago. In the second of this two-part article, Mr. Bickley will 
venture his own critique of the Brandeis opinion. 


THE NEW ECONOMICS OF THE AIR-LINE INDUSTRY 


A recent decision of the Civil Aeronautics Board allowing the 
domestic trunk airlines over ten per cent return on inves‘ ment 
has stirred discussion in the old-line utility industries, such as 
gas, electric, and telephone, accustomed as they are to much 
more modest return allowances. So far the actual earnings of 
the airlines have been far below the CAB norm. Whether the 
industry will be able to reach the relatively favorable level de- 
pends upon the solution of new economic problems posed by 
tremendous capital expansion. Jesse J. Friedman, who heads 
his own economic consulting firm (Washington, D. C.), and 
Murray N. Friedman of the faculty of Queens College, New 
York city, call for a new economic philosophy in approaching 
the regulation of the commercial air-line industry. 


THE CHANGING FACE OF AIR POLLUTION 


Utilities are hearing more and more about smog. and air pollu- 
tion control and they are doing more about it as well. Some- 
times it is a little difficult, as in the recent case of the electric 
utility company which tried to solve the problem by importing 
natural gas for boiler fuel, only to trip on a regulatory hurdle 
erected by the Federal Power Commission. But, by and large, 
the utilities are making progress in this increasingly impcrtant 
area of public health and safety. This article about air »ollu- 
tion was written by the president of the Air Pollution C«ntrol 
Association, Dr. W. L. Faith. He is managing director <‘ the 
Air Pollution Foundation (Los Angeles), a privately supp’ rted, 
nonprofit organization created in 1953 to determine the 1 iture 
of smog in California and how to cope with it. 








AND IN ADDITION .. . « Special financial news, digests, and interpretations of court 
and commission decisions, general news happenings, reviews, Washington gossip, and other features of 
interes? to public utility regulators, companies, executives, financial experts, employees, investors, and 
others. ‘ 
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the appropriate power 
for your expanding program 


Pioneer Service & Engineering Co. 


231 SOUTH LA SALLE STREET « 


CHICAGO 4, ILLINOIS 











CBaoubklle CEoke 


“There never was in the world two opinions alike.” 


E. C. EtscHNER 


Retiring Chief of Army Engineers. 


Davip SARNOFF 
President, National Broadcasting 
Company. 


Henry Forp II 
Chairman of the board, Ford 
Motor Company. 


Witiiam McCuesney Martin, JR. 
Chairman, Federal Reserve Board. 


BARRY GOLDWATER 
U. S. Senator from Arizona. 


VANCE HARTKE 
U. S. Senator from Indiana. 


Lewis MuMForRD 
Philosopher and author. 


WALTER LIPPMANN 
Columnist. 


—MOoNTAIGNE 





“The strength and possibly the very existence «f 
our country will depend upon how good a job we 
in developing, conserving, and utilizing resources.” 


¥ 


“In a world where nearly half the population is 
literate or semiliterate, no other means of mass coi::- 
munication could equal television’s reach and impact 
the human mind.” 

= 


“T recognize that no amount of law, no amount 
written codes of ethics or pious promises will take 
the place of a rigorous and unshakeable integrity | 
the total conduct and in the ideals of industrial manag:- 
ment.” 


¥ 


“Throughout the country, we must not only increase 
our productivity but also pass some of the gains on to 
the consumer in the form of lower prices, rather than 
having all of it go exclusively to labor in higher wages 
or to management in higher profits.” 


» 


“Men came into office in January with programs that 
inevitably will expand, not shrink, centralized govern- 
ment. And there is no doubt that they will again use 
the “Trojan horse’ technique which worked so well 
during the New Deal and Fair Deal days.” 


> 


“Our aim is a full life for all in freedom and dig- 
nity. When this system is working at its best, it need 
not aim to destroy any other. It need not worry about 
destruction at the hands of any other. Freedom will 
excel because freedom provides the environment which 
can bring out the best in men.” 


, 


“With a few exceptions, notably in Philadelphia and 
Baltimore . . . sterile improvements have too often re- 
moved the living organs of the city and replaced then 
with an extensive but profitable mechanical substitute. 
Too often under the illusion that they have assisted in 
an urban birth, the planners and architects have actu!- 
ly performed a hysterectomy.” 


¥ 


“The federal budget is not merely an accounting °f 
revenues and expenditures. It is also a great fiscal e - 
gine which as a matter of national policy has to -¢ 
managed in such a way as to promote a stabilized 
growth of the economy. It is a makeweight which h: 
to be swung from deficit to surplus and from surpliis 
to deficit to compensate for the ups and downs of the 
business cycle.” 
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CHECK THESE DATES: 


Aug. 6-8—Georgia Association of Broad- 
casters will hold annual summer con- 
vention, St. Simon's Island, Ga. 


Aug. 7-11—American Bar Association will 
hold annual meeting, St. Louis, Mo. 


Aug. 11—Southern Gas Association, Em- 
ployee Relations Section, will hold ac- 
cident prevention round-table conference, 
Jackson, Miss. 


Avg. 11—Southern Gas_ Association, 
Transmission Section, will hold pipeline 
chief engineers and gas measurement 
superintendents round tables, Birming- 
ham, Ala. 


Aug. 11-12—Texas Associated Press 
Broadcasters Association will hold an- 
nual meeting, Odessa, Tex. 


Aug. 17—American Gas Association will 
hold regional transmission round-table 
conference, Cleveland, Ohio. 


Aug. 21-23—Alaska Telephone Associa- 
tion will hold annual convention, Pal- 
mer, Alaska. 


Aug. 22-25—Western Electronic Show and 
Convention will be held, San Francisco, 
Cal. 


Aug. 23-25—American Institute of Elec- 
trical Engineers will hold Pacific general 
meeting, Salt Lake City, Utah. 


Aug. 25-26—Arkansas Broadcasters As- 
sociation will hold fall meeting, Little 
Rock, Ark. 


Aug. 28-30—Appalachian Gas Measure- 
ment Short Course will be held, West 
Virginia University, Morgantown, W. Va. 


Aug. 28-Sept. 1—American Society of 
Mechanical Engineers will hold inter- 
national heat transfer conference, Uni- 
versity of Colorado, Boulder, Colo. 


Aug. 28-Sept. 8—National Association of 
Railroad and Utilities Commissioners, 
Special Committee on the Training of 
Commission Personnel, will hold short 
course, Atlanta, Ga. 


Aug. 30-Sept. 1—American Institute of 
Mining, Metallurgical, and Petroleum 
Engineers will hold third annual semi- 
conductor conference, Los Angeles, Cal. 


Sept. 6—New Jersey Gas Association will 
hold annual meeting, Spring Lake, N. J. 


Sept. 6-8—Association of Illinois Electric 
Co-operatives will hold annual meeting, 
Springfield, Ill. 


Sept. 6-8—Northwest Public Power As- 
sociation, Power Use Section, will hold 
annual workshop, Forest Grove, Ore. 


Sept. 7—Rocky Mountain Gas Association 
will hold annual banquet, Denver, Colo. 


Sept. 10-12—Associated Traffic Clubs of 
America will hold annual meeting, Phila- 
delphia, Pa. 


Sept. 10-13—Rocky Mountain Electrical 
League will hold annual fall convention, 
Moran, Wyo. 


Sept. 11-12—American Gas Association- 
Edison Electric Institute will hold joint 
accounting section organization meeting, 
Cincinnati, Ohio. 


Sept. 11-12—National Rural Electric Co- 
operative Association, Region V, will hold 
meeting, Eau Claire, Wis. 


Sept. 11-13—American Water Works As- 
sociation, Kentucky-Tennessee Section, 
will hold annual meeting, Louisville, Ky. 


Sepr. 11-13—Annual Accident Prevention 
Conference will be held, Dallas, Tex. 


Sept. 11-15—Instrument Society of Ameri- 
ca will hold fall instrument-automation 
convention and exhibit as well as annual 
meeting, Los Angeles, Cal. 


Sept. 11-19 — International Navigation 
Congress will be held, Baltimore, Md. 


Sept. 12-14—Mid-West Gas _ Association 
will hold school and conference, Ames, 
lowa. 
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Courtesy, The Pacific Telephone and Telegraph Ci ompany 


San Francisco—1906 


Operators using improvised chairs immediately after the great 
fire in San Francisco. Company officials feel they were 
probably as picturesque as they were uncom- 


fortable. 
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The Academic Man as Regulatory 
Commissioner 


This is the final in a series on vocational backgrounds of regulatory 

commissioners. In previous articles, the author has discussed the ad- 

vantages and disadvantages of various vocational backgrounds, 

such as lawyers, engineers, accountants, general businessmen from the 

standpoint of effective regulatory commission operation. This article 

points out the use of university professors and other commissioners’ 
academic background is explored. 


By LINCOLN SMITH* 


REATER use of university scholars 
in public administration is advo- 
cated in this article as one anti- 

dote for much of the criticism of inde- 
pendent regulatory commissioners. The 
nomination of Professor William L. Cary 
of the law faculty at Columbia University 
last February as chairman of the Securi- 
ties and Exchange Commission again 
brings into focus the expediency of re- 


*Associate professor of political science, New 
York University, For additional personal note, see 
Pages with the Editors.” 


cruiting more university men for govern- 
ment posts. 

Recent congressional investigations of 
agencies were critical of top personnel 
and recruitment policies. President Ken- 
nedy and his advisers have shown grave 
concern over remedies. There is agree- 
ment on the need for men of character 
and profound knowledge to head the 
commissions.’ The Landis report concurs, 
deploring in the selection of commission- 
ers, “consideration of what political ob- 
ligations could be repaid through appoint- 
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ments.”” A major indictment is that some 
top administrators are men of modest at- 
tainments who lack incisive concern for 
the public interest. The prime qualifica- 
tions of some national and state commis- 
sioners are political; they are dilettantes 
in the substance of regulation. In the 
words of Dean Landis: “Top adminis- 
trative positions appear to have been 
sought frequently as steppingstones to 
further political preference or to positions 
of importance within the industries sub- 
ject to regulation.’”* 


HIs is the final article in a series of 

several years on occupational quali- 
fications of commissioners. The central 
theme is that thorough knowledge of sub- 
ject matter is more imperative than po- 
litical availability. Previous scholia on 
lawyers, accountants, engineers, business- 
men, professional administrators, staff 
assistants, and laymen concluded that 
talented representatives of these profes- 
sions and vocations tended to see regula- 
tory problems through the astigmatism 
of limited horizons.* Commissioners were 
more successful when they possessed qual- 
ities beyond those of their specific back- 
grounds. 


Need of Knowledge 


eaten as regulatory administration 

is emerging as a distinct profession, 
the need for professional expertise in top 
command can be supplied presently from 
two sources: (1) promotion of staff ex- 
perts to commissionerships; and (2) re- 
cruitment of men who have devoted their 
careers to regulation. The major objection 
of staff experts as commissioners is that 
they also are prone to view top posts 
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through lens of specialists. In the second 
category, nearly all utility executives are 
precluded for consideration because of 
protracted identification with corporate 
interests. Elevation of state commission- 
ers to federal posts falls within this classi- 
fication. The Eisenhower administrations 
made good use of this source; but its po- 
tentials remain for greater utilization. A 
large residuum of career men consists of 
university professors whose lifework is 
dedicated to teaching and research in reg- 
ulatory administration. 


a notes of caution are in order. 

The subject is presented in perspec- 
tive—there is no contention that universi- 
ty men monopolize the qualifications for 
commissionerships. Moreover, it is not 
argued that nonprofessors with appropri- 
ate erudition and personal characteristics 
will not be as good or better commission- 
ers. The conclusion presented is merely 
that numerous university professors pos- 
sess outstanding prerequisites for com- 
missionerships. It is likewise recognized 
that many professors may be replete with 
certain occupational hazards which would 
make the wrong choices patently unsuit- 
able for public service. 

A narrow group of professors is un- 
der consideration. Not only do they have 
trained and disciplined minds, but also 
they possess liberal education and are 
steeped in the substance of public regula- 
tion. They have earned the PhD degree or 
its equivalent in some such area as econom- 
ics, law, or political science, and they most 
likely are teaching segments of these fields 
and public utilities at the university level. 
Exceptions are noted for men with ad- 
vanced degrees but who accepted employ- 
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ment outside. However, they probably 
maintain cherished ties with university 
life and academic methods; many of them 
could obtain faculty positions. Some do 
pinch-hit occasionally for professors on 


leave. 


The Typical Professor 

_ men have acquired a common 
cultural core. Typical is one who has 
a basic grasp of public utilities, eco- 
nomics, public law and administration, 
personnel and labor relations, politics, 
government, and rights and duties of 
both government and business. Except as 
analyst or rate expert, he could not quali- 
fy for a job as staff specialist; but that 
is advantageous in that his knowledge is 
not narrowed to a particular segment. 
He is not a specialist in accounting, but 
he has studied it and knows its place in 
the configuration. And there is no hiatus 
when an accountant briefs him on a sit- 
uation. Although he is not a lawyer, he 
has studied it and knows utility law bet- 
ter than the average attorney, and admin- 
istrative law better than many of them. 
His vulnerability is apt to be in engi- 
neering, but even this may not be a blank 
spot in his mind. He probably took a 
science course as a requirement in liberal 
arts. He and his colleagues on the engi- 
neering faculty are bound together by 
affinities of professional interest. In some 
of the largest universities they co-operate 
in interdepartmental graduate courses. He 
has students of engineering in his courses, 
and close contacts with them at the grad- 
uate level. Many undergraduate courses 
in government and economics are geared 
to needs of engineers. He qualifies as a 
specialist in regulatory administration, be- 

cause his life is devoted to it. 


omen of these men as commission- 
ers would avoid evils of a taxonomic 
approach furnished by lawyers, account- 
ants, or engineers whose knowledge is 
compartmentalized. Professors of regula- 
tion offer a rare combination which can 
wield the components into an intellectual 
osmosis. The promise is for a macro- 
scopic rather than a microscopic view. 
Academic men are preponderantly su- 
perior to laymen or “generalists,” be- 
cause they are able to direct and grapple 
with staff work. Commissioners un- 
familiar with the field, on the other hand, 
risk the danger that complete reliance on 
staff expertise makes them prisoners of 
their staff experts. 

There are certain elements the term 
excludes. Ordinarily it does not pertain 
to the professor in small colleges who be- 
comes a sort of Jack-of-all-trades and 
master of none; one who may have util- 
ity regulation thrown at him to teach 
every second or third year, along with 
other courses. To some of these men pub- 
lic regulation may be an avocation or 
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hobby. But if they qualified as experts 
they would be employed at a university 
or large college. The classification usually 
does not refer to the strictly research 
professor who rarely teaches. These men 
tend to be theorists in ivory towers, egg- 
heads, and subject to the limitations of 
unfamiliarity with realities. 


HE ideal subject has a good balance 

between profundity and the prag- 
matism of teaching and participating in 
the university milieu. As a teacher he is 
a judge of character, ability, and attain- 
ments, and the experience in reappraisal 
and evaluation of projects, programs, and 
alternatives. Although he is capable of 
expressing suspended judgment, he must 
make decisions and assume responsibility 
for them, frequently in quasi-judicial ca- 
pacities. The university man co-ordinates 
and supervises research assistants, com- 
parable to staff employees on a commis- 
sion. He gives them direction and main- 
tains them as a working team. He dele- 
gates authority but not responsibility to 
trusted ones. He also superintends mas- 
ters’ theses and guides doctoral disserta- 
tions. In return for a relatively light 


teaching load in the large university, he . 


must produce constructive scholarship in 
the area of his professional competence. 
Not only does he know how to improvise, 
but he does so with “empirical shrewd- 
ness.” 

As a contributor to scholarly journals 
many professors have demonstrated an 
uncanny knack of clarity and facility in 
oral and written expression. Years ago 
that endowment gave scholars an advan- 
tage in developing and writing commis- 
sion decrees. But it is of doubtful proba- 
tive force in this era when ghost writers 
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and protégés of less learned commission- 
ers sometimes are assigned the literary 
functions. 

The university professor is not en- 
tirely a novice in the aura of politics; 
neither is he a social recluse. In fact, 
he probably is quite adept in both circles. 
University life is replete with factional 
struggles, sometimes minor and some- 
times serious.® Strife may be over profes- 
sional rivalries, interdepartmental, intra- 
departmental, and even interschool con- 
flicts. Occasionally only personalities are 
involved. 

A man who knows his way around a 
large university has demonstrated some 
adaptability in the political arena. He may 
not like a political tussle, but he seldom 
fears one. In addition, he has advantages 
of being a substantial citizen in his commu- 
nity. As a voter, civic leader, consultant 
in his professional area he may have 
made many positive and continuing con- 
tributions to public welfare. He is rec- 
ognized as a man of honor, achievements, 
and stature. And, perhaps more impor- 
tant for this case, he is one of the de- 
finitive authorities in public regulation in 
his vicinity; maybe in his state. Leaders 
in public and private walks of life know 
him professionally and are thoroughly 
aware of his views, strengths, weaknesses, 
and idiosyncrasies. And university men 
usually have lofty codes of ethics to trans- 
plant wherever they go. There is an ample 
base on which to evaluate his worthiness 
for a public agency. His political avail- 
ability is latent if not actual. 


The Relationship 


NIVERSITY men as commissioners pre- 
sumes a conceptual relationship be- 
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tween the commission and centers of 
learning, because American education 
has obligations to public service. In the 
absence of a great national university to 
influence the agencies in Washington, 
fruition of the idea has implementation in 
some of the states. The point was elab- 
orated by Frederick Jackson Turner as a 
frontier development.? The relationship 
between the University of Wisconsin and 
the Wisconsin Public Service Commis- 
sion as part of “The Wisconsin Idea” is 
an example.* Many others can be cited. 
Dartmouth College has made a great 
imprint on the New Hampshire commis- 
sion. 

Previously, Bowdoin College and the 
University of Maine were close to the 
Maine commission. Wesleyan University 
and Yale University have influenced the 
Connecticut commission. Both New York 
University and Columbia University at 
times have had close contacts with the 
New York and New Jersey commissions. 
Much the same is true of the University 
of Pennsylvania and the Pennsylvania 
agency. And the University of Texas 
and the Texas Railroad Commission have 





co-operated in many ways. Often infor- 
mal arrangements prompt such liaison. 
But in Ohio, for example, it is mandatory 
by legislative enactment.® 


| wai large university has three or 
four of these men, although the writ- 

er knows only five relatively recent cases 
wherein these ready-made commissioners 
accepted appointments. All qualified as 
American scholars on bases of training, 
experience, publications, temperament, 
and personal and professional rectitude. 
Dr. Clyde Olin Fisher of Wesleyan 
University was appointed to the Connecti- 
cut Public Utilities Commission in 1941, 
and was chairman at the time of his re- 
tirement in 1947. But the professor did 
not sever his university connections. He 
taught part time while contributing to 
public service in nearby Hartford, and 
returned to the university full time fol- 
lowing retirement from the commission.” 
Dr. Nelson Lee Smith of Dartmouth 
College was offered a commissionership 
on the struggling New Hampshire Pub- 
lic Service Commission in 1933. When 
he hesitated to accept because of fondness 
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for an academic career, the college gave 
him leave of absence which was extended 
for four consecutive years. At that time 
he decided to forego a professional career 
for one in regulatory administration, and 
resigned a full professorship. Later he 
went on the Federal Power Commission, 
and served as its chairman. 

Dean James M. Landis took time from 
the Harvard Law School to serve on the 
Federal Trade Commission, Securities 
and Exchange Commission, and Civil 
Aeronautics Board (chairman of two), 
and later became a member of the New 
York Public Service Commission. Pos- 
sessor of several advanced degrees, author, 
scholar, and administrator, Dr. Landis 
also held important staff posts in national, 
state, and local government. 

Dr. Martin G. Glaeser, professor of 
economics and commerce of the Universi- 
ty of Wisconsin, became a commissioner 
on the public service commission of that 
state in 1959. His appointment came a 
few months before his retirement from 
the university faculty.” 

The final example is that of Professor 
Cary, who is on leave from Columbia 
University for service on the Securities 
and Exchange Commission. He holds de- 
grees in law and business administration, 
and previously taught at the Harvard 
Graduate School of Business Adminis- 
tration and at Northwestern University 
School of Law. For nearly two years he 
was a member of the legal staff of the 
Securities and Exchange Commission, and 
later was special assistant to the Attor- 
ney General. 


Retain Affiliations 
HESE appointments had several af- 
finities. Each man was the author of 
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one or more important treatises on regu- 
lation; each had previously ventured into 
government service as professional con- 
sultant and thus was well-known in respec- 
tive jurisdictions; and each displayed 
reluctance to make a complete break with 
the university while a teaching career was 
open. The appointments were considered 
fortunate ones, and lent high degrees of 
prestige to the administrations of gover- 
nors responsible for making them. 

Additional evidence more remote and 
peripheral is cited for concreteness. Paul 
J. Raver left Northwestern University in 
1933 to join the Illinois Commerce Com- 
mission. University teaching was not al- 
ways the primary occupation of other men 
elevated to commissionerships. In his di- 
versified career, Albert A. Carretta taught 
economics, finance, accounting, and cor- 
poration law at college and university 
levels; and Howard G. Freas taught land 
and air transportation at Stanford Uni- 
versity before becoming commissioners 
on the Interstate Commerce Commission. 
Charles D. Mahaffie taught jurisprudence 
at Princeton University, Henry DeW. 
Smyth was professor of physics at Prince- 
ton, and Eugene M. Zuckert taught gov- 
ernment and business at Harvard Uni- 
versity previous to their commissioner- 
ships on the Atomic Energy Commis- 
sion.” 


. of the usual stereotypes of the 

university professor tend to militate 
not only against his appointment to com- 
missions but also to register as debits 
on his desirability thereon. There is the 
typical American political hostility to 
intellectualism, and the syllogism against 
turning government agencies over to 
academic theorists. These platitudes lack 
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logical bases, but furnish shrill psycho- 
logical ammunition for election cam- 
paigns. A recent appointment, for ex- 
ample, drew the charge that one party 
was “in the process of turning state gov- 
ernment over to professors at the uni- 
versity.” 

In a penetrating article on regulation, 
Professor Francis X. Welch recently 
raised this incisive question : “What price 
the expertise of a PhD in engineering or 
a career on a regulatory commission if a 
federal judge, whose background has been 
confined to legal practice in other fields or 
in judicial chambers, is set over them in 
the role of supervisor?”™* The dilemma 
involves the whole ambit of judicial re- 
view of administrative tribunals. His con- 
clusion is that commissions, as arms of 
Congress in expert capacities, should be 
responsible for value judgments under the 
law; judicial self-restraint should be in- 
voked in refraining from substituting 
judicial for commission conclusions on 
substantive matters. 

Certain professors plainly would be 
undesirable as commissioners. They are 
mature men with ideas, convictions, and 
self-assurance. A grave danger is that 
some would go on commissions in order 
to inject their personal and professional 
predilections into the making of public pol- 
icy at the administrative level. Such a 
contingency is deplorable when a quasi- 
judicial tribunal is made up of one or 
more members who are protagonists for 
particular causes. The rejoinder is that 
a scholarly professor is endowed with ju- 
dicious temperament despite some of 
his own professional convictions. 


men disadvantage is that an aca- 
demic mind shows a proclivity to 


be hypercautious, become lost in analytical 
haze, be unduly sedate, and antediluvian. 
Such personages are known in almost any 
faculty. When limited to university 
circles, however, the generalization is of- 
fered that the professor has earned his 
position and status because he has dem- 
onstrated dynamic qualities in the class- 
room, in productive research, and in his 
quest for ascertaining new ways of doing 
things. Such attributes are fundamental 
to the scholar. When he becomes senile 
in these respects, he is valuable neither 
to the university nor to the public serv- 
ice. 


Salary Problems 


|. oa trenchant question is why out- 

standing professors are not interested 
in commissionerships. The answer waives 
usual arguments of low salaries, political 
uncertainties, “red tape,” subjection to 
publicity, limited prestige, and political 
accountability. Some university men fore- 
go public jobs because a “good” commis- 
sioner must display an affirmative force 
and drive quite antithetical to campus at- 
mosphere. Departments in some universi- 
ties fit the job to the man, particularly 
when the professor is an authority in his 
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field. This principle of Ergonomics, which 
may be a fad in industrial relations, has 
only remote application to personnel.” 
Some professors, however, receive pre- 
ferred and sequestered treatment which 
carries down to junior members who rate 
with the inner circle. Commissioners, on 
the other hand, need “tough skins.” Not 
many faculty prima donnas would cherish 
the political sparring required under pub- 
lic accountability. 


— scholar cannot compromise 
fundamental beliefs and principles. 
In this sense he is a nonconformist. Al- 
though he qualifies extraordinarily for 
substantive phases of regulation, he can- 
not and would not be able to act with a 
clear conscience with regard to political 
elements. In the latter category, it might 
be difficult, if not impossible, to maintain 
his personal and academic integrity. A 
panel of three or more commissioners 
often must compromise with what an in- 
dividual thinks best, in light of political 
expediencies. In addition, they are subject 
to political pressures of various sorts— 
from legislators, chief executives, political 
leaders at home who groomed them for 
the positions, as well as industrial execu- 
tives, consumers’ groups, and others. 
While a scholar does not want to com- 
promise and accept second or third pref- 
erences, part of the stock in trade of an 
adept politician is to work out agreements 
acceptable to many interests even though 
they are not ideal solutions the true 
scholar demands. 

One professor expressed it to the writer 
this way: “Many able men who want to 
go on commissions are imbued with Po- 
tomac Fever—an ardent desire to get 
down there, and get along as well as pos- 
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sible.” Such aspirations fit in well with 
professors and other qualified men whose 
ideas, attitudes, and emotions fit into the 
political picture at a particular time, be- 
cause numerous national and state agen- 
cies seem, at times, motivated by utilitar- 
ian ends. The man sought and recruited 
may have to be one with a determination 
to please. The professor with the courage 
of his convictions and with a mission in 
life seldom can accede to regulatory deci- 
sions which are based, even in part, on 
adaptation to political implications of what 
the traffic will bear. A cold-blooded econ- 
omist from the academic world, for ex- 
ample, cannot feel at home in the prag- 
matic administrative frame of reference 
in which independent regulatory commis- 
sions are compelled to operate. 


—— politics in the United States 


is a great leveler, the commissioner 
with superior knowledge and ability at 
times must condescend to compromise 
with intellectual inferiors. In the class- 
room, the professor’s word is law. His 
field is his own prerogative, not even 
colleagues will interfere lest it be con- 
strued as infringement on academic free- 
dom. Many mature ones have built fences 
around their areas of specialization, 
which are pre-empted from colleagues. 
On a commission, however, the pro- 
fessor is one of three, five, or even eleven 
men. He must work with his associates 
as a composite group. He must contribute 
to teamwork and even endure political 
upstarts and novices in regulation. It 
might be just as obnoxious for the learned 
professor to team up with colleagues on 
a commission as it would be for him to 
collaborate with a student in grading the 
latter’s final examination. Many univer- 
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sity men can spot shallow minds; they 
despise all forms of superficiality. In the 
university they ordinarily work with 
trained minds, and are able to shun un- 
desirables. But the political authorities 
who nominate and confirm commissioners 
only rarely recruit them on bases similar 
to the selection of university faculty. 


fen author’s considered opinion is 

that university professors (with ap- 
propriate personal characteristics) con- 
stitute one of the better sources to tap 
for regulatory commissioners. This con- 
clusion emerged after several hypotheses 
were explored and found somewhat de- 
fective. There are relatively few prece- 
dents to sustain it; and political leaders 
will dislike academic inroads on their pre- 
rogatives. Nevertheless, this article has 
analyzed intrinsic and extrinsic factors 
involved, provided insight, and presented 
the rationale for its synthesis for the 
series of studies. 


Professors as Commissioners 
[® range of relevance is confined to 

perhaps 100 or 200 professors as 
possibilities for commissionerships in the 
United States. Not many can be tempted 


from faculty status; but some might be 
cajoled into acceptance of public posts on 
proper inducement. Since prescription 
should follow diagnosis one task ahead is 
to make regulatory positions more attrac- 
tive.® Then another is to insist upon more 
lofty professional standards in the nom- 
ination and confirmation of commission- 
ers. If regulatory administration is to sur- 
vive, the agencies need more than they 
are getting currently—men of integrity 
and good intentions, and men of promise. 
Commissioners are required whose erudi- 
tion coincides with functions of the 
agency. Certain university men are pre- 
eminently qualified. But it is always a 
matter of making the right choices. 


Individual Judgments 

ee personnel at the adminis- 

trative policy-making level of gov- 
ernment today often must make decisions 
beyond their own professional compe- 
tence. This is a vital essence of public 
regulation. Yet no syllogism is available 
to indicate that one vocational back- 
ground is better than another. The aver- 
age layman has breadth, but probably 
lacks depth and a trained mind. The law- 
yer, accountant, and engineer have pro- 
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fundity and disciplined minds, but are apt 
to lack versatility. The academic man is 
quite likely to offer a combination of the 
three—perspective, keen concentrative 
abilities, and intensive learning in a large 
sector of the regulatory ambit. 

Analysis of vocational experience for 
commissioners helps to provide under- 
standing of multifarious needs of agen- 
cies at top and staff levels. But that is 
merely a prelude, or screening process, 
for wise selection. This series has endeav- 
ored to show a necessity of avoiding 
encysted professional or vocational ap- 
pointments. It remains for a complemen- 
tary study to penetrate further into politi- 
cal factors in the appointment or election 
of commissioners. 


mayen for example, would as- 


sume quite a different economic 


2 


complexion if loaded with lawyers, engi- 
neers, and accountants from utilities, or 
from the Bureau of Reclamation, TVA, 
or the staff of the California agency. So, 
a more incisive question is not academic 
environment so much as economic back- 
ground in society of a prospective com- 
missioner. 


Fee all, many functions of commis- 

sions are comparable with those 
of juries. Members often must work out 
of context on both—in a sense the jobs 
make the men. Members bring their think- 
ing to the public spectrum, but “good” 
choices contribute more than __back- 
grounds. The conclusion is offered, how- 
ever, that university men are equipped to 
bring to agencies a better combination of 
perspective and depth than people from 
other walks of life. 
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Can Prepayments on 
Purchase Contracts 
Improve Utility Income? 


By WILLARD F. STANLEY* 


This article discusses the question of whether utility companies can 

increase their income by prepayments on equipment purchase con- 

tracts. This is a technique which has been successfully used by utilities, 

but some management people in the industry may not be generally 
aware of it. 


HROUGH a technique which has been 
successfully used by utilities, but of 
which it is believed the industry is 
not generally aware, net income can be 
materially increased by making partial 
and periodic prepayments of contracts for 
the purchase of equipment. 
Equipment manufacturers have allowed 
a discount in price on the equipment in 
the event of such prepayments, the dis- 
count representing the amount of income 
which the manufacturer can obtain dur- 
ing the period of the prepayments by in- 
vesting the funds in 90-day U. S. Treas- 
ury bills. The manufacturers are willing 
*President, Corporate Services, Inc. Brooklyn, 


New York. For additional personal note, see “Pages 
with the Editors.” 


to allow as a discount the entire income 
derived from investment in these bills, 
without deduction for income tax there- 
on, since it is merely substituting income 
from interest on the bills for income 
which would otherwise be represented by 
an equal amount of greater profit on the 
sale of the equipment, both of which 
types of income are equally subject to 
income tax to the manufacturer. 


| paw for the prepayments should be 

readily obtainable by the utilities 
through short-term borrowings from 
their banks. Since the permanent financ- 
ing schedule should be worked out with- 
out regard to the prepayments, the bank 
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loans can, when the prepayment period 
ends, be paid through the permanent fi- 
nancing, which funds would otherwise 
be used to make the payments on the 
equipment contracts as originally sched- 
uled. While the utility should receive a 
credit equal to full interest on the Treas- 
ury bills in the form of a discount on the 
price of the equipment, interest on the 
bank loan which it makes in order to 
effect the prepayments is deductible for 
income tax purposes by the utility. 

Thus, when, as at present, 90-day 
Treasury bills yield somewhere around 
2.5 per cent per annum and the interest 
rate on high-grade, short-term borrow- 
ings is around 4.5 per cent, the compari- 
son would be between a discount of 2.5 
per cent per annum and a net after-tax 
cost of interest to borrow the prepay- 
ments of about 2.25 per cent at the pres- 
ent tax rate, or a net economic gain from 
this phase of the transaction of about 
one-quarter to 1 per cent per annum on 
the prepayments. This is a rather neg- 
ligible item, but the principal benefit from 
the prepayment arrangement arises from 
another source. 


Carried as Equipment Costs 


.C arises by reason of the ability of the 

utility making the prepayments there- 
by to increase materially the amounts 
capitalized on its books as interest dur- 
ing construction as part of the cost of the 
equipment being purchased, with a con- 
sequent credit to income of the amount 
so capitalized. This benefit would be de- 
rived, therefore, only by those utilities 
which currently follow the practice of 
capitalizing interest during construction. 
However, since it is believed that bv far 
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the great majority of utilities presently 
capitalize this item, the benefits from this 
proposed technique should be available 
to most utilities. 

Assuming that interest during construc- 
tion is being capitalized at a rate of 6 
per cent per annum, the increase in in- 
come from this source, after first de- 
ducting the net cost of the funds bor- 
rowed to make the prepayments (as- 
sumed to be 2.25 per cent per annum with 
a 50 per cent tax rate), would amount 
to 3.75 per cent per annum on the amount 
of the prepayments for the period there- 
of, which should result in a considerable 
gain in earnings if any substantial 
amounts of the prepayments are involved. 


No Interest Deduction 


i ifoann need be no deduction from the 
6 per cent interest during construc- 
tion credit to income because of income 
taxes, since taxpayers are permitted, at 
their option, to eliminate this credit in 
computing taxable income, in which case 
the tax base of the equipment is not in- 
creased by the interest during construc- 
tion capitalized. While there is no au- 
thentic information available as to the 
policy pursued by the various utilities in 
this respect, it is believed that in a ma- 
jority of cases the utility probably elects 
not to consider the interest during con- 
struction credit as subject to income tax. 
To see how the prepayment technique 
might work out in a hypothetical case, 
let us assume, for example, an electric 
utility with $400 million of net assets 
(about the average for that industry), 
with a continuous annual expansion at 
the rate of 6 per cent or $24 million—also 
about the industry average. Let us further 
assume about 40 per cent of total ex- 
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pansion expenditures, or $10 million, is 
for new production facilities. Then let 
us assume the utility is successful in ne- 
gotiating prepayments with manufactur- 
ers of such production facilities with re- 
spect to about 70 per cent of the $10 
million thereof (or $7 million), and that 
the weighted average period covered by 
the prepayments is about 70 per cent of 
a full year. Assuming net gain to income 
is 3.75 per cent of the prepayments from 
the additional credit for interest during 
construction, less the loan interest after 
the tax deduction, we find that the trans- 
action produces increased income in the 
first year of around $183,000. 


y we assume our hypothetical utility 
has $150 million of common stock 
equity (about average) on which it earns 
about 11 per cent or $16.5 million (also 
near the average for the industry), the 
above gain to net income would repre- 
sent an increase of a bit over 1 per cent, 
making a well worth-while increment to 
earnings. 

An after-tax gain in income of $183,- 
000 from contract prepayments along the 
above lines represents a material sum. 
However, if this benefit were obtainable 


only once it would not be so significant. 
However, expansion of most utilities is 
today continuous on an annual basis. The 
amounts vary from year to year, but in 
each year the tendency is to purchase 
and install new facilities, representing 
on the average a material percentage of 
existing plant account. This being the 
case, there would seem to be no reason 
why the benefits from prepayment equip- 
ments contracts could not be considered 
as of a recurring nature, inasmuch as 
the same technique could be applied with 
respect to prepaying the production fa- 
cilities scheduled for payment in each 
year under the utility’s long-range and 
continuous expansion program. Viewed 
as a recurring credit to net income, the 
benefits of prepayment arrangements as- 
sume a vastly increased value to the 
utility as a vehicle to legitimately enhance 
income. A 
, i 
Stocks Selling High = 
a. common stocks are presently 
selling in the market at about an 
average of 21 times their most recent an- 
nual earnings per share. On this basis, a 
recurring increase along the lines pro- 
jected above ($183,000 per annum) 
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should improve market values of the util- 
ity’s equity by around $4 million, at least 
in the early years following adoption of 
a policy of prepayments. 

While it might normally be expected 
that a net economic benefit would arise 
by comparing the price discount with the 
net cost of the funds borrowed to make 
the prepayments, the benefit from this 
source is relatively insignificant, while 
the advantage to be gained from increas- 
ing the interest during construction cred- 
it is relatively high. Therefore, it might 
reasonably be contended that prepay- 
ments on equipment contracts were both 
desirable and warranted, even in cases 
where they resulted in a small net eco- 
nomic loss from comparing the allowed 
discount with the net borrowing cost, in 
view of the substantial increase in in- 
come to be derived from the increased 
interest during construction factor. 

It is suggested that purchase contracts 
for equipment be negotiated and signed 
with normal instalment payments pro- 
vided for and without giving effect 
to any prepayments. Then, after the con- 
tract is signed, the utility can, at its lei- 
sure, negotiate for prepayments. This pro- 
cedure will insure knowledge to the util- 
ity as to just how much it will derive in 
price discount by reason of the prepay- 
ments. 


High Construction Interest 


HE gains in income to the utility from 

arrangements to prepay equipments 
items along the lines outlined above are 
subject to deduction to the extent of the 
increased book depreciation arising from 
this treatment. This increase results from 
the excess of the increase in the cost of 
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the equipment due to higher interest dur- 
ing construction ($294,000 under the 
above example) over the discount al- 
lowed (about $124,000 in the above ex- 
ample), or a net increase in book plant 
account of about $170,000 a year. The 
additional net depreciation charges 
(about $4,250 per annum) will be spread 
equally over the life expectancy of the 
equipment. Since the prepayments will, 
in general, apply to production equip- 
ment, it is probable this life expectancy 
will be forty years on the average and the 
above depreciation figure is based on that 
life. 

On the basis of annually recurring ar- 
rangements for prepayments, as assumed 
above, the average net gain in income 
would, even after giving effect to deduc- 
tion of these higher book depreciation an- 
nual charges, average about $100,000 
over a 40-year life expectancy, as com- 
pared with the $183,000 realized the first 
year. This would make the percentage 
gain in assumed net income about 00.6 
per cent per annum, and would presum- 
ably increase market value of the common 
stock by over $2 million on a permanent 
average basis throughout the same 40- 
year period, using current price-earnings 
ratios. These depreciation charges would 
increase as the years go by, while the 
gross benefit to annual income would re- 
main constant. Thus, for a period of the 
first ten years following the inauguration 
of annual prepayments on equipment, net 
increase in income from all phases of the 
transaction would average in excess of 
$160,000 annually on the bases above 
assumed. 


HE ever-increasing _price-earnings 
ratios applicable to utility common 
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stocks in recent years, make it more im- 
portant than ever for utility management 
to do its utmost to increase per share 
earnings by every legitimate, available 
means, since the impact of these earnings 
on the value of the common stock has be- 
come so substantial. With a price-earn- 
ings ratio of ten times, $1 of added earn- 
ings means only $10 of increased market 
value for the stock, but with the price- 
earnings ratio at 21 times, the same dol- 
lar increase in per share earnings should 
represent $21 of increased market value. 


Indirect Advantage 

i ie increased interest during con- 

struction, by resulting in a net in- 
crease in book plant account, will have 
the further indirect advantage to the util- 
ity of increasing its rate base. The utility 
can thus anticipate a return of somewhere 
around 6 per cent on the additional cred- 
its so developed (less the allowed dis- 
count). 

Such a 6 per cent return would 
amount to $4,000 plus per annum on the 
basis of the annual increase in plant of 
about $170,000 assumed by the foregoing 
example. Such a gain, once realized, 
would, of course, be considered of a re- 
curring nature. 

Obtaining the actual benefit of this 
added return on rate base would, how- 
ever, have to await a change in rates, 
whether under a rate increase proceeding 
or one to reduce rates, in either of which 
cases it should be of benefit to the util- 
ity. 


; rw it would appear that con- 

sidering all the factors involved, 
such a program of recurring annual pre- 
payments of equipment contracts, if care- 
fully worked out to function along with 
the plans for permanent financing of ex- 
pansion, should result in material gains 
to utilities—in their earnings, in conse- 
quent increased market values of their 
common stock, and also in a potential 
gain through higher rate base. 

It is believed that the leading equip- 
ment manufacturers will be quite willing 
to co-operate with the utilities in arrang- 
ing for these prepayments on a basis 
which should result in a definite benefit 
to the utilities and equivalent income to 
the manufacturer. 


le is important that the prepayments not 

be included in the utility’s permanent 
financing schedule, else they will be made, 
in effect, in part out of common stock 
funds, where no income tax deduction 
applies and where consequently the after- 
tax cost of the money will be higher. By 
pursuing the basic financial program with- 
out involving the prepayments, the util- 
ity can arrange to finance the prepay- 
ments solely by low-cost, short-term bank 
loans, which can be repaid at the end of 
the prepayment periods by use of the pro- 
ceeds of permanent financing which, with- 
out the prepayments, would otherwise 
have been applied directly to pay for the 
equipment at the times scheduled in the 
original contracts. 
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The Bell Attack on Paper Work 











In the Bell system it was noticed that in recent years the increasing 

number of telephones was being surpassed by the increasing num- 

ber of operational and clerical employees. These curves were even 

in 1945, but ten years later the clerical curve was moving ahead. 

And so the Bell system management decided to attack the problem 
of increasing clerical costs on a broad frontal basis. 


By JAMES H. COLLINS* 


ILL the glaciers of another ice age 

eventually creep down over the 

northern hemisphere, the oceans 
recede, leaving New York and London 
high and dry, and our proud civilization 
be obliterated ? 

It has undoubtedly happened before, 
and scientists are not certain that it can- 
not happen again, or when. They try to 
measure the probabilities, but their 
meteorological information goes back 
only a few centuries. 

Before this happens, our civilization 
might well be buried under continental 
masses of paper—the paper work we 


*Free-lance writer, resident in Washington, D. C. 
For additional personal note, see “Pages with the 
Editors.” 
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are contriving to carry it on. Which has 
a glacier-like creep, and our data for 
estimating its onset do not go back much 
beyond Noah’s flood, for which records 
are found in the clay tablets of the Baby- 
lonian temples, the paper work of that 
age. 

The young executive generation has no 
memories of prewar days, when change 
in business was moderate, braked by the 
depression years, and adjustments could 
be made to duplicating form, mimeo- 
graph, adding machines, typist pools, and 
such devices, now regarded as outdated. 
Those were, to management men who re- 
member them, the good old days, but to 
the young executives not imaginable. 
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At war’s end, change simply exploded. 
There was pent-up consumer demand for 
goods and services, and for industrial 
and commercial equipment to expand 
plant, and keep pace. Population was 
shifting, work forces had to be increased ; 
there was inflation—and there was pa- 
per work, soon to be seen as a separate 
thing in itself, and affecting every kind 
and size of business. 


lowe biggest bang of all, undoubtedly, 
was set off in the Bell telephone sys- 
tem. It was the country’s largest business 
in size, and in the complexity of its op- 
erations, At war’s end Bell had 22.5 mil- 
lion phones. This doubled to 46,250,000 
by 1955, with corresponding explosions 
in the work force, plant, traffic, and in- 
vestment. 

Paper work is generally noticed when 
it comes out of the walls, like termites, 
and begins gnawing away at the founda- 
tions of a business. In the Bell system it 
materialized in two curves of operational 
and clerical employees. These curves 
started even in 1945, and for three or 
four years ran along neck and neck. Then 
the clerical curve went ahead, and began 
climbing a mountain. By 1955, when the 
number of Bell phones had doubled, the 
nonclerical curve had risen 60 per cent, 
but the clerical curve had reached 100 
per cent. Figured in terms of costs, a 
regional Bell company would discover 
that clerical work ran up to something 
like $40 million a year, and was growing 
at a rate that would double the next dec- 
ade. 

The Bell attack on the problem has 
points for other lines of business, facing 
the same situation, though different. in 
size and character. 


Paper Shuffling Is Habit Forming 


HE creep of paper work in many 

businesses is likely to show up in 
details like printing bills and office sup- 
plies, in the duplicating room and store- 
room. 

A rise in printing bills is run down to 
the forms needed in running the business, 
many of which are interoffice. This may 
lead to a study of those forms, the elimi- 
nation of some, the simplification of 
others, the combining of several others 
into one form, and perhaps the use of 
cheaper paper. An increase of a million 
copies of memos, reports, and similar 
papers, passed around for the attention ~ 
of Smith, Jones, and Brown, suggests that 
if fewer things were passed around, there 
could be economies. 

The term “paper shuffling’ has been 
coined for this kind of paper work, and 
a general appeal may be made to the 
organization to refrain from it as far 
as possible. The memo or report that 
Smith regards as important to Jones, may 
not be so, and may not need attention 
from Brown, and others. 

Then, there is status paper work, one 
high-up writing his letters on engraved 
letterheads and heavy bond paper, while 
lower-downs have lithographed bond, and 
so on, as status decreases. It is the fa- 
miliar situation of the private office, the 
personal secretary, the number of tele- 
phones. Who is going to ask the “brass” 
to shorten letters, write them on less 
expensive stationery, and call on the typ- 
ist pool? 


— appeal to the organization 
will urge cutting down on paper 
shuffling by using routing slips that can 
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start a report or memo with two or three 
pencil nicks; to cut down the number 
passed around; to be sure they go to the 
right persons; to challenge reports, de- 
termine whether they are necessary; to 
cut out dictating and typing if a penciled 
tab will do the job; and especially to ease 
the load on filed and stored papers. 
There is the “dead hand” in paper 
work, the statistics that were ordered by 
an executive ten or fifteen years ago, 
which are still prepared and laid on the 
desk of his successor, who asks “What 
is this stuff?” and orders it stopped. 
There is a story going round, often 
cited as a short way out of paper prob- 
lems. The proprietor of an English store 
chain, impressed by: the amount of ac- 
counting needed for the payroll, summari- 
ly ordered out all the time clocks, saying 
that employees could be trusted to do 


an honest day’s work. And for a time 
promptitude did improve, according to 
the story. Carrying this reasoning further, 
he said that most people are honest, and 
eliminated paper work used for custom- 


ers, 


AUGUST 3, 1961 


HIS might be dubbed the snickersnee 
attack on paper work, and it makes 
a good story. But the accountants, con- 
sultants, professors, and_ investigators 
working in depth on the problem, would 
point out that, after all the time clocks 
had been taken out, and customers al- 
lowed to wait on themselves, a chain 
store business would still need merchan- 
dise. Which has to be ordered, to specifi- 
cations, checked on delivery, paid for 
taking discounts, warehoused,  inven- 
toried, watched for “outs” and theft. 
Also, in England as well as here, there 
are taxes to be accounted for. 


Back to the Days of “Efficiency” 

HE Bell attack on paper costs was 

made from two angles. First a thor- 
ough exploration of accounting opera- 
tions, to determine which were necessary, 
and which could be eliminated or im- 
proved. 

Approximately 10 per cent of all paper 
work is performed on jobs that need not 
be done at all, according to Bell and other 
investigators. Another 20 per cent, 
though necessary, is being done waste- 
fully, could be made easier, faster, and 
less expensive. Finally, the remaining 70 
per cent is being done with about 60 per 
cent to 70 per cent efficiency. 

The second attack was made in the 
alluring field of mechanization, turning 
paper work over to machines, electronic 
and other. In the popular imagination, 
this field is something like space explora- 
tion. It promises push-button work, short- 
er hours, more leisure, more money, the 
good life. 

Bell and other investigators warn that 
the electronic computers are not all they 
are cracked up to be. And Bell itself is 
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in the push-button business, mechanizing 
its own accounting operations, and those 
of other concerns. 

To find out what paper work is really 
essential in running the business, and 
what is expendable, Bell investigators 
went back to the days of the “efficiency” 
pioneers. Beginning with interchangeable 
parts, time and motion studies, the assem- 


| bly line, and all, American production has 


been steadily quickened and cheapened. 
Nothing comparable has been done in the 
accounting field. 


7 in the early years of this century 
there appeared a new word, a fight- 
ing word, “efficiency.” A production engi- 
neer, Frederick Taylor, took a stop watch 
into machine shops, clocked different 
workers on different jobs, and out of their 
performances established averages, stand- 
ard times, in which the specific job could 
be done. Out of these studies he developed 
“scientific management,” for which he be- 
came a consultant. 

People on jobs hated the idea. They 
were mostly on piecework, but the stand- 
ard times could be applied to hourly wage 
workers. It was regarded as a speed-up 
device to get more work out of them. 
Even management balked. It would be 
hard to introduce scientific management 
in the work force, and management said, 
“Any time I need an expert to come in 
here and tell me how to run my business!” 
It is forgotten that Taylor also clocked 
tools and materials, and set them stand- 
ard times, 

About the same time another engineer, 
Frank Gilbreth, took a motion picture 
camera into factories where the work was 
mostly assembling. Gilbreth had been a 
contractor, and observed that workers ac- 


quired a rhythm on a job, a motion, and 
that those with a good motion turned out 
the most work, and with the least spoil- 
age. Locating the best workers by their 
output and pay checks, he filmed them, 
and ran the film for audiences of slow 
and average workers. 


_— films not only showed the top 
earners’ working rhythms, but how 
tools and materials were laid out, and 
tasks performed together. The film could 
show details in slow motion: “Jim, please 
do that again, and slow.” There was fear 
of speed up here, too, and management 
hesitancy. Gilbreth’s idea was best under- 
stood in Germany, where he took it in 
the first years of the “Kaiser’s war.” The 
Germans loved systems, and needed eff- 
ciency. 

Neither Taylor nor Gilbreth could be 
blamed for the hated word. Another engi- 
neer, Harrington Emerson, had _ intro- 
duced a cost-cutting system into railroad 
shops, and written a book about it. The 
railroads had applied for a rate raise, and 
a lawyer, Louis Brandeis, later a Su- 
preme Court justice, reading the book, 
“Efficiency in Shop Management,” and 
appearing for the public, argued that if 
Emerson’s system were adopted, there 
would be no necessity for higher rates. 
Today, this sounds like legal logic shop- 
ping, but the word got into headlines, and 
the man in th street, without understand- 
ing it, was against it. 

So, “efficiency” grew out of a rate 
case! 


No Wizards for Paper Work 


c was up into this old attic that 
Bell investigators climbed, looking for 
ways of attacking their accounting costs, 
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EXPANSION COST 


and their clerical curve. Projecting the 
latter, it was seen that it would not only 
climb higher, dollarwise, but that the sup- 
ply of paper shufflers was diminishing. 
Just as, today, there would not be one- 
tenth the number of young women needed 
to man the enormous manual switch- 
boards had there been no dial equipment, 
tomorrow there would not be enough cler- 
ical hands. 

The telephone investigators took a set 
of symbols into the works, instead of a 
stop watch or picture camera. These sym- 
bols were applied to any piece of paper 
found going around. There were only a 
half-dozen of them, but the investigators 
grow enthusiastic in talking about them. 

| 

Seeenierenn piece of paper would be 
found in the accounting, commercial, 
personnel, or other departments. Where 
did it come from? What was it supposed to 
do? What was being done with it? Where 
should it go next? Ought it to be filed, 
or copies made for other departments, or 
sent to storage? Could it be destroyed? 
Pages of writing would be needed to 
describe this piece of paper, but with 
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circles, arrows, and Indian signs, it could 
be charted, its career laid bare at a glance 
—for those who learned the sign lan- 


guage. 


6 pew and motion studies were discov- 
ered by geniuses, bitten by a bug. 
They had the handicap of being outsiders, 
preaching in the wilderness, their gospel 
ahead of their times, in a different man- 
agement age. For example, Henry Ford 
had still to develop the assembly line. 
Bell had geniuses, working on the solid 
state, winning Nobel prizes for transis- 
tors, but apparently none for paper work 
problems. So, a committee attack was 
made on the problem, and a fortunate 
thing, to be recommended to paper work 
reformers in other lines of business. 
The start was an “interdepartmental 
clerical relations committee,” in the early 
1950’s. Its purpose was simpler than its 
title. There was a steering committee to 
survey the whole paper jungle, and point 
out to working committees such areas as 
might be explored—at first a dozen, and 
before long several hundreds. These com- 
mittees were made up of AT&T people 
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from different departments, and similar 
committees were set up in regional com- 
panies and results passed around. 

i 


yen discovering ways to improve 
and cheapen paper work, these com- 
mittees were schools for what became 
known as “work simplification.” As the 
work went on, more employees served on 
the committees, became educated in the 
technique, helped develop better methods, 
and acquired a spirit of acceptance for 
new ideas, Nothing was handed down 
from above, or from outside. The big idea 
was, as one investigator put it, to work 
not faster, or harder, but smarter. 

Strange and surprising situations were 
hit upon, such as the havoc that unintel- 
ligent paper work could wreak in public 
relations. A regional company became a 
target for editorial abuse in outlying 
weekly newspapers. A new hand in the 
relations department was sent out to talk 
with the editors. He had been a young 
country reporter himself. The company 
advertised in all these papers, and should 
have had a good press. But it was found 
that their modest advertising bills were 
handled in the same slow routine as big 
equipment bills. The local editor, looking 
over bills due, to meet his payroll, saw 
that the telephone company was slowest 
pay of all, and wrote a stinging editorial. 
When advertising bills were put on a 
faster basis, criticism ceased. 


When Computers Talk to 
Each Other 
|. eed mass of paper work is found 
to be fodder for machines, particu- 
larly the electronic computers and mem- 
ories, so fascinating to the public. Investi- 
gators working on computer problems 


165 


concede that they are wonderful, but that 
their shortcomings ought to be taken into 
account. 

Computers cost a lot of money, to buy, 
and to operate. They have voracious appe- 
tites for work, and it takes a large cor- 
poration to keep them employed profit- 
ably. The conversion of paper work to 
computer processing may take several 
years, and employees have to be trained 
to work with them. Believing that a com- 
puter can do anything, take rabbits out 
of hats, it is often asked to perform such 
feats, and the cost is generally shocking. 

The computer pilot plant recently 
opened by one regional Bell company 
gives a glimpse of this field. Five years 
of preliminary work went into its plan- 
ning, by forty specialists from different 
regional companies. Its computer equip- 
ment cost $2 million; people to operate it 
had to be trained. It will handle billing 
for 300,000 Philadelphia suburban cus- 
tomers, and later take over payroll, plant, 
investment, and other work. It is the 
model for “EDP” (electronic data proc- 
essing) installations in other Bell com- 
panies, and when they are installed they 
will, of course, talk to each other by the 
various data-phone services that Bell has 
to sell. For which a little background from 
the past may be interesting. 


AP? the time Frederick Taylor was 

clocking machine work, a leading 
life insurance company had a problem of 
growth. Its policy records were kept in 
big ledgers. As agents wrote in—there 
was no long-distance phone service, nor, 
of course, any airmail—their requests 
were turned over to clerks, and the clerks 
stood in long lines to consult the ledgers. 
The “efficiency expert” was still over the 
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horizon, but there were consultants known 
as “business doctors,” called in when 
business was ailing. Reluctantly, the in- 
surance company called one in. 

He was a quiet middle-aged man, who 
walked around, observing, not telling any- 
body how to do his job. First, he had the 
big ledgers torn apart, so many clerks 
could consult them. Then he had policy 
information copied on translucent cards, 
to be blueprinted in a frame holding sev- 
eral dozen. Using what was available in 
that day, he anticipated punch cards, mi- 
crofilm, computers. 


Spain a data-phone setup installed 
by Bell last year, for a nation-wide 
insurance group, the largest of its kind at 
that date. This group sells life, auto, cas- 
ualty, and other protection, and until its 
accounting was converted to computers, 
had the present-day equivalent of the big 
ledgers for policy information, which 
was kept in written files at district offices 
over the country. Besides the expense of 
keeping records this way, there was a 
costly lag in distributing it to district of- 
fices. 
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The group saved a million dollars a 
year in accounting costs, by putting its 
data on computers, and using data-phone 
to let the computers talk to each other. 
One new unit in the group had never had 
anything but computer and data-phone fa- 
cilities. 


hes on a life insurance policy are sim- 
ple compared to those for an auto pol- 

icy. For the life policy, there will be the 
premium record, policy loans, additional 
insurance, cash surrenders, and claims, 
“or the auto policy there will be car pur- 
chases, trade-ins, thefts, accidents, claims, 
and information bearing on the charac- 
ter of the policyholder as a risk, and espe- 
cially prompt reports of value to sales- 
men. 

Also, reports and statistics vital to 
management are available in hours. 

Computers store data in their pe- 
culiar gobbledygook, from written, taped, 
punched, diagramed, or practically any 
kind of conventional accounting records, 
and transmit them in electronic pulses, 
or “bits,” over telephone lines. At the re- 
ceiving end these pulses are converted 
back to telephone messages, teletype, or 
computer language, at various speeds. A 
supermarket inventory with 7,000 items, 
which would run to a 100-foot list, and 
take hours to telephone, is transmitted in 
ten minutes. 


B ESIDES such services as data-phone, Bell 

is creating business by studying other 
peoples’ paper work problems, as in its 
hotel studies, where switchboard costs 
have been eased by telephone installations 
that enable guests to dial from their 
rooms, and their calls are automatically 
charged. 
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THE BELL ATTACK ON PAPER WORK 


Memories before Electronics 


MM" than one good book could be 
written about paper work, not the 
technical kind with which business is now 
struggling, but popular books, even pic- 
ture books for youngsters who bring 
paper work home from school. 

From the days when Man hunted for 
his food, paper work has been a factor 
in human progress. What parts of the 
wild horse were allotted to whom when 
the hunter brought it home to the cave? 
There was a code for that, and still is in 
primitive tribes. 

There is a creeping glacier of paper 
work that nobody appears to be doing 
very much about—the bureaucratic paper 
work shuffled off by governments, with 
which citizenry and subjects struggle. 

There is another glacier building up in 
libraries, threatening our science, and 
technologies, a distinctly separate thing, 
about which something is being done, but 
still menacing. 

Long before there was any paper, or 
any way to write records on it, the idea 
of the modern computer was in use. 
Knowledge was deposited in human mem- 
ories, picked for natural ability, organized 
in monastic orders, passing down legends, 
laws, scriptures, and literature, from one 
generation to the next. There was no 
data-phone then, but these machines talked 
to one another, correcting slips, keeping 
the texts pure. 


a: eee when a new administration 

came in, and altered texts for its own 
purpose. A strong, conquering ruler would 
be succeeded by a nonentity, and his 
predecessor’s achievements were erased, 
or taken over. Or a rival theology erased 
an older one. Modern scholars scanning 


these old texts make allowance for such 
dirty work at the crossroads. 

For example, there are the Peruvian 
“quipus,” knotted colored strings that 
were used as memory aids in the Incas 
socialistic civilization. The Inca subject 
owned nothing. He was allotted land ac- 
cording to his family, brought his corn, 
potatoes, and llama wool to a government 
storehouse, from which he drew food and 
clothing as needed. The paper work for 
which, local and imperial, was all done by 
memory, with quipus. 


Did Paper Work Do in the Romans P 


I the history of paper work one absorb- 

ing chapter will be devoted to the 
mounds of clay tablets left by the various 
Mesopotamian civilizations. The down- 
town business center of those days was 
the temple, to which people brought prop- 
erty, to be left in care of the priests. 
Receipts were written on clay, in the in- 
genious cuneiform characters. After sev- 
eral thousand years these paper work stor- 
ages were uncovered, and deciphered. 
They yield codes of laws, and stories of 
the flood before Noah, but are largely 
warehouse receipts for so much grain, so 
many sheep. About as exciting as a cash 
register tape of a day’s sales. Still, so 
much like our modern paper work that 
one might expect to turn up a toll tab or 
traffic violation ticket. 

What did in the Roman empire? Vari- 
ous theories have been advanced, such as 
the economic weakness of slavery, the rise 
of Christianity, the noble Romans grew 
soft. At the height of their grandeur, runs 
one theory, money was perfected as a tool, 
loot could be turned into cash, the Romans 
had a clumsy arithmetic; it would be cen- 
turies before the Arabs rediscovered the 
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Hindu zero, and their decimal arith- 
metic. Add to this a typical modern re- 
proach—the Romans were not research- 
minded. If they had had something like 
the Bell system they might have survived. 
But they did last a thousand years! 


ane Gutenberg until wood pulp paper 

was invented, books were printed on 
rag paper, and lasted for centuries. With 
wood pulp, librarians began to fret— 
would everything on their shelves crumble 
into dust in fifty years? Newspapers as 
the source of history would be especially 
vulnerable. The New York Times experi- 
mented with various devices for preserv- 
ing the files, such as transparent cover- 
ings for each page, and printed a special 
library edition on linen paper. 

Presently microfilm was developed, giv- 
ing long life to printed information, and 
easing the growing demand for shelf 
space. Then the librarians had a bigger 
worry, in the mountain range of technical 
information being elevated in advanced 
countries. Not long before, the chemist 
undertaking a project could go to the li- 
brary and consult the literature himself. 
His company might have an adequate li- 
brary. Today, the mass of technical in- 
formation is so great that librarians and 
special services have to make short ab- 
stracts of articles. These are filed for 
machine sorting. The researcher puts in 
an order, gets a bunch of abstracts as 
clews to articles he may want to read. 

Yesterday, there were hardly any tech- 
nical publications coming from Russia. 
Today there are hundreds, highly special- 
ized. Our libraries and translating serv- 
ices abstract about 150, translate a few 
completely for a few customers, but trans- 


lators at home in two languages, and with 
technical backgrounds, are hard to find, 
Weare working on a translating machine, 
with promise of success. The Russians are 
reported to have a couple of thousand 
translators keeping up with some 1,400 
of our scientific and technological period- 
icals. 


This May Be Mount Everest 
py, there is undoubtedly an audi- 
ence waiting for a book on “take 
home pay,” its rise, its altitude com- 
pared with other paper work mountain 
ranges, its creep and onset, its future, and 
what is being done to alleviate it. 

Once a dollar, earned or otherwise, was 
a hundred cents to be spent by its posses- 
sor. Today, let it show its bright, round 
face, and it is immediately marked off in 
pie-chart wedges for government and 
other deductions. 

No Bell committees are at work on this 
kind of paper work, no electronic devices 
being offered to simplify the burden that 
is shifted to the citizenry as new laws are 
passed in the name of simplification. This 
may be the most menacing mountain 
range of all. 


od the last ice age shut down, Man 
took refuge in caves. There is a 
possibility that he may take, this time, to 
outer space, on a planet still in the hunt- 
ing phase, with no paper, or any reason- 
able substitute therefor, nor any way of 
writing. 

However, the space scientists warn that 
the problems of radiation, distance, and 
weightlessness, are as nothing compared 
to the weight of paper work needed to 
get anything into orbit. 
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Washington and 


the Utilities 


Settle FPC Chairmanship 
Problem 


CaPIToL HILL compromise between 
the administration and congressional 
Republicans has averted what was ex- 
pected to be a legal battle over the Fed- 
eral Power Commission’s chairmanship. 
Sworn in last month as new members 
of the FPC were Joseph C. Swidler and 
Howard V. Morgan, President Kennedy’s 
two appointees. The President had tabbed 
Swidler as the next chairman, replacing 
Republican Jerome K. Kuykendall, an 
Eisenhower appointment. 

Republicans contended the President 
could not depose Kuykendall as chairman 
before his term expired in June, 1962, 
since he had been appointed under a pre- 
vious administration. To make things dif- 
ficult, GOP Congressmen said they would 
go to court, if necessary, to block any 
move to replace Kuykendall with Swidler. 

The trouble was quietly resolved the 
day Swidler and Morgan were sworn in 
as FPC members. In a press conference 
that day, Kuykendall said he would con- 
tinue to serve as chairman until Septem- 
ber 1st, and then step down in favor of 
Swidler. Both Swidler and Kuykendall 























refused to say who conceived of the 
compromise change plan, or whether it 
originated in the White House. All this, 
of course, was before the sudden death of 
Commissioner Frederick L, Stueck at his 
home in Washington on July 15th. This 
changes the balance of the commission 
considerably. 


on resignation would give 
President Kennedy five out of five 
FPC appointments within his first year in 
the White House. The newest appointee 
to the commission is Lawrence J. 
O’Connor, who was named by the Presi- 
dent the day after Swidler and Morgan 
took office. 

The Democrats now hold the balance 
of power on the Federal Power Commis- 
sion and if Kuykendall resigns before his 
term expires, President Kennedy will then 
appoint another of his choices to the com- 
mission. The President may therefore 
defer submitting a reorganization plan 
for the FPC to Congress and thereby 
avoid risking similar parliamentary defeat 
as he did on his reorganization plans for 
the Federal Communications Commission 
and the Securities and Exchange Com- 
mission. 
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One of the first critical tests which the 
newly composed FPC will face will come 
when it decides to review the decision of 
an FPC examiner approving a contract 
for Shell Oil Company to sell more than 
700 billion cubic feet of natural gas to 
Panhandle Eastern Pipe Line Company 
over fifteen vears at a rather high rate 
(20 cents a thousand cubic feet). 

Outcome of the case may throw new 
light on the thinking of the new commis- 
sion members toward producer prices. 

Prior to Commissioner Stueck’s death 
there was speculation that Chairman 
Kuykendall might be joined by Com- 
missioner Stueck and the new Commis- 
sioner O’Connor, so that the reputa- 
tion of the other new appointees, Swidler 
and Morgan, as being “consumer minded” 
might be tested on close divisions. 

Though O’Connor has not publicly ex- 
pressed his views on price levels, Swidler 
and Morgan have expressed an interest 
in making certain that gas prices are ar- 
rived at with the consumer’s interest in 
mind. 


ambos will get another chance to 

see which way the wind blows if and 
when the commission reviews another ex- 
aminer’s decision expected next fall over 
the granting of Snake-Salmon river 
hydro licenses in the Pacific Northwest. 
It is expected this will serve as another 
gauge of all commission members’ senti- 
ment on public ownership. 


¥ 


TVA Announces Electricity 
Rate Cut 


7. Tennessee Valley Authority last 
month announced the lowest elec- 
trical power rates in its history. The an- 
nouncement was made in Washington, 
D. C., by Brigadier General Herbert D. 
Vogel, chairman of TVA. 
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Vogel met with President Kennedy 
and thirty Congressmen to make the an- 
nouncement of the rate schedule which 
has been designated as the “Norris Cen- 
tennial Rate,” in honor of the late Sena. 
tor George W. Norris, often called the 
“father of the TVA.” The occasion was 
on the hundredth anniversary of his birth, 

President Kennedy, at the ceremony, 
called for more TVA development to re- 
lieve the depressed Tennessee basin area, 
where TVA has been operating’ since 
1933. He also recommended that both 
TVA and the federal government pay 
greater attention to the tributaries of the 
Tennessee river, that TVA emphasize its 
flood-control and soil conservation pro- 
grams, and that it work with the AEC 
to develop cheaper power from atomic 
energy. 

The new rates, said Vogel, provide the 
lowest rates anywhere in the nation for 
the amount of electricity used in the aver- 
age home. The new rate schedule may be 
placed in effect at the option of any of the 
155 locally owned distribution systems 
which serve the 1.5 million customers in 
the TVA region. Two of these retail dis- 
tributors, the Decatur, Alabama, munici- 
pal system and the Alcorn County Electric 
Power Association in north Mississippi, 
have already announced adoption of the 
new rates. The Alcorn system was the 
first rural electric co-operative in the 
TVA area and the first in the nation to 
undertake an area-wide, as distinct from 
merely a neighborhood, electric system. 


 iprae said that the TVA was gratified 
at the response of the distributors to 
the centennial rate, as reflected by the 
action of Decatur and the Alcorn co-op 
erative in adopting the lower rate sched- 
ule. He said: 


Throughout the years the distribu- 
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WASHINGTON AND THE UTILITIES 


tors of TVA power have effectively 
exercised their responsibility in helping 
make electricity available to the great- 
est number of people at the lowest 
possible cost. In a period of rising costs 
77 of the local systems have reduced 
the rates to their customers below the 
low rates originally established. We are 
confident that the response to the 
Norris centennial rate will be equally 
gratifying. 


Vogel claimed that when adopted by 
fall distributors the centennial rate sched- 
ule will provide potential savings to con- 
sumers of an additional $35 million a 
vear. He pointed out that the new rate 
will affect most significantly customers 
who use more than 250 kilowatt-hours of 
electricity a month. For example, a home 
or farm using 500 kilowatt-hours a month 
would pay $4.50 a month or $54 a year 
as compared with $6.90 a month or $82.80 
a year under the highest rate in the TVA 
service area; and $5.10 a month or 
$61.20 a year under the previous lowest 
rate schedule. 


Re commercial users, the new rate 
would mean a reduction of about 8 per 
cent from the present lowest level. It will 
affect mainly the smaller commercial es- 
tablishments, such as stores and small 
office buildings. 

Largely as a result of low rates, resi- 
dential consumers in the TVA area have 
been increasing their use of electricity at 
the rate of about 11 per cent a year, Vogel 
continued. The average cost of TVA 
electricity to residential and farm con- 
sumers, according to TVA figures, is 
0.98 cents a kilowatt-hour, as against the 
national average of 2.5 cents. This com- 
parison did not adjust, of course, for the 
tax money interest and other advantages 
enjoyed by TVA as compared with busi- 


ness-managed electric companies. This 
has always been a sore point when the 
so-called “‘yardstick” approach is used in 
comparing TVA rates with the privately 
owned companies. 


VA also announced that the new 

lower electric power rate is a retail 
rate to consumers and in no way affects 
the wholesale rate at which TVA sells 
electricity to the local distributors in its 
region. Adoption of this new retail rate 
by the locally owned distribution systems 
in the TVA region will have no adverse 
effect on TVA’s power revenues, TVA 
officials stated. 

This is the third rate schedule since 
the TVA was established in 1933, and 
is the first general reduction since 1944. 
Under the new schedule, a residential 
consumer would pay the following rate 
per kilowatt-hour: two cents on the first 
100 kilowatt-hours, one cent for the next 
150, four-tenths of a cent for the next 
650, and .675 for all over 900 kilowatt- 
hours. 

The authority’s power system, with its 
12 million kilowatt capacity, is by far the 
biggest utility in the nation. It is primarily 
a wholesaler, generating and transmitting 
electricity to 155 locally owned systems in 
Tennessee, Alabama, Mississippi, North 
Carolina, Virginia, and Georgia. 


¥ 


Status of Reorganization Plans 


a Kennedy has managed to 
salvage a few of his reorganization 
plans for federal regulatory agencies 
which were submitted to the Congress. 
The picture had appeared dark after the 
House had turned thumbs down on the 
proposal for the Federal Communica- 
tions Commission, and the Senate had 
killed the reorganization plan for the 
SEC. 
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The gloom had settled even heavier 
when the Senate Government Operations 
Committee refused to favorably recom- 
mend the plans for the Federal Trade 
Commission and Civil Aeronautics Board. 

However, the Senate surprised most 
Washington forecasters by reversing the 
negative recommendations of the com- 
mittee and passing both reorganization 
plans. The Senate’s about-face gave the 
President his first congressional victory 
on his measures to streamline and update 
procedures of independent federal agen- 
cies. It was believed that the change of 
sentiment among the Senators was ob- 
tained after considerable back-of-scenes 
maneuvering. The vote on the CAB pro- 
posal was 37-33, while the FTC passed by 
a 47-31 margin. 

Since the House had previously passed 
both plans, the CAB reorganization went 
into effect July 2nd; the FTC measure 
became effective July 8th. 


i io President’s other reorganization 
plans, which do not seem to have 
stirred up so much controversy, still had 
difficulties in passage. All three—for the 
Federal Maritime Board (FMB), the Na- 
tional Labor Relations Board (NLRB), 
and Federal Home Loan Bank Board 
(FHLB)—had been favorably reported 
out of either the House subcommittee or 
committee. The NLRB plan although fa- 
vorably reported by the Government Op- 
erations Committee and House floor ac- 
tion was finally defeated in the House by 
the vote of 231 to 179. It would have gone 
into effect July 23rd. 

The proposals for the FMB and 
FHLB, which become law August 12th, 
unless killed in Congress, have both been 
reported favorably by the Government 
Operations Subcommittee in the House. 

In the Senate, no resolution has been 


introduced for the FMB plan and it js 
pending before that body’s Government 
Operations Committee. The same status 
applies to the FHLB proposal. Senator 
Dirksen (Republican, Illinois) then intro- 
duced a resolution of disapproval on the 
President’s measure for the NLRB and 
after committee hearings the adverse 
House vote occurred on July 20th. Despite 
the displeasure of Dirksen and_ other 
GOP members with the plan, it is ex- 
pected that the administration was most 
anxious to reorganize the NLRB. The 
FHLB plan was expected to muster 
sufficient bipartisan support to pass, but 
doubts still exist concerning the ultimate 
chances of the FMB measure. 

Objections to the reorganization plans 
in general, especially from Republicans 
and conservative Democrats, had centered 
around the possibility of the White House 
grabbing power over the commissions 
through agency chairmen to control the 
policy and operation of these agencies. 
This has especially led to heated debate 
when the chairmen in question are them- 
selves controversial figures—as in the case 
of Newton N. Minow of the FCC, who 
made himself unpopular with many by 
blasting TV broadcasters for the quality 
of their programing. 


 gerea9 bills have been introduced in 
the Congress which would accomplish 
much the same results which the Presi- 
dent had asked for in his original reor- 


ganization plans. One introduced by 
Representative Oren Harris (Democrat, 
Arkansas) will carry out the change in 
the FCC, while one sponsored by Senators 
Jacob K. Javits (Republican, New York) 
and Harrison A. Williams, Jr. (Demo 
crat, New Jersey), would do the same 
for the SEC. However, it seems certain 
now that if these two measures pass at all, 
it will not be this session of Congress. 
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FCC Orders Adjustments of 
AT&T and Western Union 
Rates 


_ Federal Communications Com- 
mission has proposed upward and 
downward changes in rates charged by 
the American Telephone and Telegraph 
Company and Western Union Telegraph 
Company for private line service. The ini- 
tial decision of the FCC is subject to com- 
ment by interested persons before final 
action is taken. 

The private line service is widely used 
by such groups as newspapers, individual 
businessmen, and an assortment of indus- 
tries. Under such an arrangement private 
telephone or telegraph lines are for the 
exclusive use of the customer. The com- 
mission has tentatively rejected a plea by 
the American Newspaper Publishers Asso- 
ciation and other press interests which 
asked that a special reduced rate classifica- 
tion be established for press use. 

The commission private line investiga- 
tion came about, at least in part, from an 
AT&T increase in private telephone line 
rates in 1958 which customers complained 
was not justified. Tentatively the commis- 
sion has decided to require AT&T to re- 
duce the telephone line service on a formula 
which would bring its revenues from this 
service down by about $1.2 million a year. 


173 


At the same time the commission would 
permit increases in private telegraph line 
service rates, which would give AT&T 
about $2.7 million more per year and would 
benefit Western Union by some $750,000 


annually. 
A to AT&T by the FCC has 
been made public which advises that 
company to go forward promptly with a 
cost study on its overseas communications 
services to “reflect the current levels of 
earnings.” The commission indicated in its 
letter that it has never had sufficient in- 
formation to make a proper evaluation of 
earning levels in this particular field. 

In a separate but related action the FCC 
has put Western Electric Company on 
notice that it appears to be making too 
much profit from equipment sold to the 
Bell system. The commission, therefore, 
advised Western Electric to give imme- 
diate consideration to retroactive adjust- 
ments in 1960 billings to Bell companies. 
The FCC noted that Western Electric 
earnings on Bell sales last year amounted 
to 10.2 per cent and the commission as- 
serted that this appeared to be excessive. 


Phone Rate Experiments 


—— BELL: TELEPHONE & TELE- 
GRAPH Company has filed a petition 
with the Tennessee Public Service Com- 
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mission proposing a revision of its long- first of its kind in the nation, would permit signals 
distance toll charges to permit two sta- one- and two-party line customers to make fy wile 
tion-to-station long-distance calls for the as many long-distance calls in the state of J ™™ 
price of one person-to-person call. Com- Iowa as they wish for a flat fee of $10 around 
pany officials have said that the purpose per month plus taxes. However, the special fm t* SP# 
of the revision is to make station-to-sta- rate calls would have to be made between flatable 
tion calling more attractive by providing the hours of 9 p.m. and 2 a.m. and they 600 de 
for a lower rate for the initial period for must be placed from the home telephone, fj P'S | 
most station-to-station calls. Company officials indicate that this service 

J. M. Brown, commercial manager for is being offered on an experimental basis 
Southern Bell, has stated that some in- and that this particular area was selected 
crease in charges on person-to-person in- because of new long-distance equipment. 
trastate calls is required. He noted that 
the person-to-person type of service is es- Feld of 


sentially “secretarial.” Illustrating the Space Communications System wait te 


proposed changes Mr. Brown has said Contracts Awarded The 
that a three-minute station-to-station day- : 


time call from Bristol, Tennessee, to HE development of radio signal space 
Memphis would be reduced from $1.65 to age communications moved another 
$1.05. However, the proposed person-to- step forward last month as the National 
person charge for the same call would Aeronautics and Space Administration let 
double this figure, increasing the cost for a $450,000 contract with the Douglas Air- 
such a call to $2.10. At the present time a craft Corporation aimed at putting into 
person-to-person call costs $2.40. Mr. orbit, in 1963, six 14-story-tall balloons to 
Brown has noted that the above example serve all nations as radio mirrors in space. : 
is not necessarily typical and that in some The announcement came only a short while point 
instances person-to-person rates would be after President Kennedy had asked for re- type c 
increased in order to exactly double the sults in the space communications satellite lite, 1 
station-to-station rate. system. In a letter to the National Space the rc 
This proposal by Southern Bell is part Council and its chairman, Vice President pm 
of a general trend to encourage the station- Johnson, the President asked that steps be on ; 
to-station caller. It is largely the result of taken toward getting working communica J * a 
the relatively new direct distance dialing tions satellites into orbit as soon as pos ) 
facilities that have been installed during sible. He also requested a series of studies wie 
the last few years, which significantly re- and policy recommendations to make the H 
duce the amount of time that must be most widespread use of such satellites. 
spent in placing calls. Under the contract let to Douglas, that 
concern will develop the orbital placement 
technique and engineering design aa" vestig 
. . tions for the six large mirror balloons. The satell 
Unique Nig ht Plan Of ered program, called “Project Rebound,” will Fultc 
A “NIGHT PLAN” long-distance tele- launch three of the balloons at a time, into charg 
phone service has been offered to an orbit between 1,500 and 2,000 miles 


N de 
Reb 
spheres 
than tl 
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home customers by the Northwestern Bell above the earth, and at equal distances 
Telephone Company in Waterloo and Ce- apart. 
dar Falls, Iowa. The plan, which is the They will serve as reflectors of radio 
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signals sent up from the earth and would 
be designed to allow experimental com- 
munications among various countries 
around the world. NASA plans to have 
the space craft carry aloft the trio of in- 
flatable aluminum spheres, each weighing 
600 pounds, and release them at different 
points in the orbit. 


I describing the objectives of Project 
Rebound, the space agency said the 
spheres would be more rigid and larger 
than the 100-foot-diameter Echo I satel- 
lite. This was America’s pioneer in the 
field of “passive”? communication satellites 
and is still in orbit. 

The Bendix Corporation has also an- 
nounced it has been awarded a $2.9 million 
contract for electronic equipment for a 
shipboard terminal which will operate the 
“Advent” communications satellite. The 
“Advent” system will test the feasibility 
of using satellites as a communications link 
between surface stations thousands of 
miles apart, and would use space as a relay 
point for direct line voice, radio, or tele- 
type communications. The “Advent” satel- 
lite, its speed in orbit synchronized with 
the rotational speed of the earth, would 
appear to stand still in the sky. Three such 
satellites, spaced around the earth at an 
altitude of 22,300 miles, would provide di- 
rect line communications to any point in 
the world. 


House Space Committee Studies 
Satellites 
bien House Committee on Science and 
Astronautics has held a series of in- 
vestigational sessions on the subject of 
satellite communications. Representative 
Fulton (Republican, Pennsylvania) 
charged that the National Space Coun- 


cil is impossible to operate and “hasn’t got 
off the ground.” 

The NSC, a top space advisory group, 
is composed of the Vice President, the Sec- 
retaries of State and Defense, the chair- 
man of the Atomic Energy Commission, 
and the head of the National Aeronautics 
and Space Administration. Representative 
Fulton contends that the men who make 
up this council are too busy with other 
duties and that it was, therefore, “im- 
possible to operate” and was in effect a 
“vacuum.” This particular line of thought 
came out as the committee heard testimony 
from James E. Webb, chief of the NASA. 

Mr. Webb, however, asserted that the 
council has great value and that it is 
working well. Under questioning Mr. 
Webb admitted that the council had not 
had any formal meetings since its organi- 
zation by President Kennedy ; however, he 
asserted that a great deal of work has 
been accomplished during informal con- 
ferences. 

It is Mr. Webb’s opinion that television 
audiences in the United States might be 
able to watch experimental telecasts from 
Europe in about a year. He told the 
committee that NASA hopes to launch 
its first communications satellite—Project 
Relay—about the middle of 1962. He 
also forecast that the American Telephone 
and Telegraph Company may be able to 
launch a similar one at about the same 
time. Providing that negotiations with 
NASA are completed, he stated that the 
first AT&T experimental satellite would 
be able to carry 100 telephone conversa- 
tions or one television program. Mr. 
Webb told the committee that he believed 
it would be some time before the satellite 
communications system would be truly 
operational. 
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Two Important Studies on 
“Growth” Electric Utilities 


| ehnrpiemp pean CORPORATION has 
issued an 11-page brochure (in con- 
venient “pocket” form) on “Electric 
Utilities — Relatively Undervalued 
Growth Stocks,” based on a talk by Fred- 
erick W. Page, vice president. 
Tri-Continental Corporation and _ its 
associated mutual funds have for many 
years devoted special attention to electric 
utility growth stocks, holdings ‘of utility 
issues having ranged between 18 and 30 
per cent of the total portfolio in recent 
years—a larger proportion than for most 
investment companies. Taking 1938 as 
100 per cent in each case, by the end 
of 1960 the Dow-Jones industrial average 
had quadrupled in value while the Tri- 
Continental utility portfolio stood at 
nearly twenty times the original figure. 
(See chart, page 178.) During the 22- 
year period there were only five years 
when the utility portfolio failed to out- 
perform the industrial average; and in 
only three years did the utility portfolio 
fail to show some increase in value; ap- 
preciation in value averaged 17 per cent 
annually over the past ten years. 
Despite this advance, Mr. Page suggests 
that “properly selected electric utility 
common stocks offer investors some of 
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the best relative values in the current 
stock market.” He admits that many in- 
vestors (and some Wall Street analysts) 
feel that utility stocks are now quite fully 
priced despite the probability of further 
gains in earnings. Some of the argu- 
ments used, together with Mr. Page’s 
rebuttal, are as follows: 


l THE rate of return for utilities is 
° limited by regulation and _ hence 
growth in net earnings should not equal 
that of the unregulated industrial growth 
companies. But this assumption ignores 
the fact that competition and overcapac- 
ity often limit industrial earnings while 
with the utility there are important fac- 
tors other than rate of return which con- 
tribute toward earnings growth. 


2 INFLATION 1s bad for utilities. How- 
® ever, even in the very sharp infla- 
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tion of 1919-20 electric utilities were able earnings have grown faster in the past 
to show satisfactory gains in earnings decade than those of Minnesota Mining 
and the same was true during the infla- or Minneapolis Honeywell. Properly se- 
tion periods after World War II and the lected utilities, Mr. Page concludes, “‘can 
Korean War. In France and Germany give better growth with more certainty 
utilities weathered severe inflation storms and more underlying stability than most 
better than most industrial companies. of the widely acclaimed and sought after 
The main reason for this good showing industrial growth stocks.” 
is that only two major utility costs are 
affected by inflation—fuel and wages— 5 THE recent growth in earnings has 
which together take about one-third of e been the result of higher rates of re- 
revenue. Other major costs, such as de- turn, but now a maximum has about been 
reached so that future earnings growth 
will be slower. Many growth utilities are 
not dependent on rising rates of return 
for their growth characteristics, though 
of course this factor is helpful. For ex- 
ample, Atlantic City Electric’s return on 
invested capital declined from 6.75 per 
cent in 1950 to 6.15 per cent in 1960, but 
nevertheless share earnings increased at 
a compound rate of 9 per cent a year. 
While Florida Power & Light’s return 
RIsING interest costs are stressed as did increase about 0.75 per cent, this 
e adverse, but here again there are could not possibly account for all the 284 
offsetting factors. In the first place the per cent increase in earnings per share 
increase in the interest rate affects only during the same period. Moreover, there 
new debt—not the existing debt until it is no public clamor for lower rates at 
matures. The electric utilities, having this time, and it seems doubtful that any 
largely avoided sinking funds, will not state commissions would undertake to 
face serious refunding problems for some lower the rate of return appreciably dur- 
ten or twenty years, when the low coupon ing a period when the industry is growing 
issues sold in the early postwar years be- rapidly and needs to attract large amounts 
gin to mature. Moreover, when interest of capital in order to finance more and 
rates are rising common stocks are likely better service. 


to sell at higher levels, thus lowering the 
cost of equity financing. jon growth of utility earnings in the 
past decade has been accomplished 
4 Utitity stocks are defensive in without any effort to increase capital le- 
¢ character and should be bought only verage; the lessons of the 1920’s are still 
at times of uncertainty. However, over remembered, But it is always possible 
the past decade the 23 utilities held in that utilities might in future decide to 
the portfolios of Tri-Continental and its stimulate the growth trend in earnings by 
affiliates have enjoyed gains in earnings increasing capital leverage. The move by 
at twice the rate of growth enjoyed by some utilities to issue debentures in place 
the industrial stocks in the Dow-Jones of preferred stocks, in order to save taxes 
average. Thus Florida Power & Light’s and thus increase common earnings (dis- 
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preciation, property taxes, and cost of 
capital, are based on property values. As 
to fuel expense, most utilities have built- 
in protection in their rate structures (au- 
tomatic fuel adjustment clauses). While 
wage increases are more serious, there 
are offsetting factors such as increased 
automation; and consumption of elec- 
tricity is apt to increase faster during 
periods of inflation. 
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cussed recently in this department), 
might be considered a step in this direc- 
tion. 

The substantial increase in the genera- 
tion of internal cash by utilities in recent 
years has been an important factor in 
maintaining earnings growth, the Tri- 
Continental study points out. The sale of 
common stock at a high premium over 
book value has been another important 
element in the gain in earnings. 

Regarding the market position of utili- 
ty stocks, the rise in prices since 1955 has 
been at least partially supported by better 
earnings, whereas the rise in industrial 
stocks has occurred despite lower earn- 
ings. As a result, the P-E ratios for in- 
dustrial stocks have gained much faster 
than for the utilities, as indicated in the 
accompanying chart. 

Due to the great emphasis on growth 
in recent years, price-earnings ratios of 
industrial growth stocks have increased 
sharply: Minneapolis-Honeywell’s P-E 
ratio has been over 40, IBM at 60, many 
electronic stocks at 70 or more, and some 
special favorites even higher. P-E ratios 
of utility growth stocks are lower. Thus, 
while the demand for growth stocks may 
have been carried too far for the indus- 
trials, it has perhaps not gone far enough 
in the utilities, Mr. Page suggests. 


a important study on growth 
utilities is the brochure of about 100 
pages on “Growth Trends of Public Utili- 
ties,” published recently by F. S. Smithers 
& Company. It was prepared by “Trus” 
Hyde, a partner and a well-known au- 
thority on utilities. The principal purpose 
of this book is to study the variations in 
growth among different electric utility 
stocks and to develop better statistical 
methods to appraise such growth. The 
text covers only six pages (including a 
table for compound rates of growth) fol- 
lowed by a page of standardized tables 


and chart for each of the important elec- 
tric utility companies. 

In order to discover the true rate of 
growth of utility earnings, Mr. Hyde 
considers it necessary to eliminate the ef- 
fects of changes in both the equity ratio 
and the earned rate of return, and has 
developed a formula for doing this. To 
compensate for a change in the equity 
ratio and the resulting variation in capi- 
tal leverage, the earnings of each com- 
pany have been multiplied by the equity 
ratio plus a constant of 75. In the case 
of a company whose equity ratio has in- 
creased from 25 to 35 per cent, the index 
would rise from 100 to 110 and the re- 
ported earnings would thus be increased 
by 10 per cent. This tends to recognize 
the improved quality of the earnings of 
a company which has increased its equity 
ratio, and on the other hand downgrades 
earnings where a reduction in the equity 
has occurred. Thus Boston Edison, one 
of the few utilities which has reduced its 
equity ratio in recent years, increased its 
per share earnings 21 per cent in the past 
five years; but after adjustment for the 
decline in the equity, the gain is only 13 
per cent. (Is not this rule a little strict 
when applied to a company whose equity 
ratio has been at high levels—at the end 
of 1960 Boston Edison’s ratio of 44.7 
per cent was still well above the industry 
average of 37 per cent.) 


Sb eliminate fluctuations in earnings 
due to changes in the rate of return, 
Mr. Hyde took 1955 as a base year, and 
each later year’s earnings are divided by 
the 1955 return, plus or minus 14 times 
any change in the rate of return. This 
is designed to eliminate any benefits from 
increased rate of return, which change is 
exaggerated by capital leverage. In the 
charts the growth index of each company 
is shown in three ways: The black lines 
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PER CENT INCREASE IN SHARE EARNINGS 1955-60 


Allegheny Power 

Boston Edison 

Cleveland Elec, Illuminating 
Houston Lighting 
Minnesota Power & Light 
Potomac Electric 

So. California Edison 
Tampa Electric 
Washington Water Power 


Earni 
Reported 


Earnings Adjusted for Various 
Factors (See Notes Below) 
A+B 
31% 
1 


ngs As 


A+B+C 
31% 
D1 
43 


18 
53 


A—Equity ratio. B—Rate of return. C—Reserve for deferred taxes (rapid depreciation). 


represent the index of earnings weighted 
only for changes in the equity ratios, 
while the red lines represent the trend of 
earnings adjusted for changes in both 
the equity ratio and the rate of return 
“and reflect the true growth trends of the 
individual companies.” Any divergence 
between the two lines reflects the change 
in the rate of return. In some cases a 
broken red line is also shown, reflecting 
a further adjustment by deducting from 
net plant account the reserve for de- 
ferred taxes resulting from use of rapid 
depreciation. 

To illustrate how these adjustments 
work out, several utility companies, picked 
at random, showing the percentage growth 


e 


in earnings during 1955-60 on the four 
bases, are shown in the table above. 


| igoininog of using the conventional yield 
and P-E ratio yardsticks to appraise 
the relative attractiveness of utility stocks, 
Mr. Hyde has frequently used (as a 
rule-of-thumb method) the principle that 
the yield plus anticipated annual rate of 
increase in earnings should approximate 
10 per cent. Thus a stock whose earnings 
are expected to increase at the rate of 
5 per cent per annum should sell to yield 
5 per cent; with a growth rate of 6 per 
cent it should have a yield of 4 per cent; 
and with a growth rate of 8 per cent, the 
yield should drop to 2 per cent. 





Preferred Stocks* 

Utility Common Stocks 

Yield Spread: AAA Bonds 
Exceeded Common Stocks ........ 





CURRENT YIELD YARDSTICKS 
(Standard & Poor’s Indexes) 


July 12, 


1961 
4.51% 
4.60 
4.63 
4.85 


4.69 
3.24 


1.27 


*Twelve industrial and two utility issues (high-grade). 


1960 Range 
High 


4.72% 
4.73 
4.86 
5.16 
4.88 
4.11 


0.61 


1961 Range 
High Low 


4.51% 4.33% 
4.62 4.38 
4.67 4.56 
4.85 4.48 
4.78 4.61 
3.62 3.19 


0.89 1.14 
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Actually, however, this rule is some- Republic Natural Gas May Sell & 40" 
what too simple. As the growth rate in- To Socony Mobil (Mal) 
creases he thinks some recognition should , 136 
be given to the fact that it is becoming HE Republic Natural Gas Company 
more speculative, and hence the formula of Dallas, Texas, & produces OF nit: 
has been refined with this in mind. A 66 1521 fT Considering the sale ofits asst 
elas a ctneen ne hapeancn oa — for $150 million. Socony Mobil Oil Com- 
of only 34 per cent should afford a re- pany a en oe & 
turn of 83 per cent, of which 5 per cent ne of Republic, subject ” ~ “sae 
is the yield; converted into terms of — and none Sey Sapiens b> Seed nonpe 
price-earnings ratio, the stock should sell of oil and ee ner — 
; ; Socony Mobil would also assume certain 
at 13.2 times earnings. On the other ere ey 
: of Republic’s liabilities. Socony would pay 
hand, a company with an 8} per cent Republic $40 million in cash. 
growth rate should afford a 103 per cent, In its latest fiscal year, which ended on 
of which 2} per cent would be the divi- June 30th, Republic reported gas sales ay- 
dend return; the P-E ratio for this stock eraging more than 187 million cubic feet 
would be 29.4 times. . a day from about 500 gas wells. Oil sales 
over the same period averaged 8,900 bar- 
_ of these studies furnish valuable rels a day from more than 600 oil wells. 
new ideas to aid investors and analysts Republic has 1.2 million acres of proved 
in their efforts to appraise utility growth or prospective gas and oil land of which 
stocks. 285,000 acres are under production. 
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FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


% Incr. in 
Appros. 7/10/61 Divi Recent Share Earnings Price- Div. Appros. 
Rev. Price dend Approx. Share 5-yr. Earn. Pay- Book 
(Mill.) About Rate teld Earns. Recent Avg. Ratio out Value 


$159 Allegheny Power System... 45 $1.70 3.8% $2.35My 1% 3% 19:1 

American Electric Power . 70 1.88c : 28.8 
Arizona Pub. Service 35 we *32.7 
Arkansas Mo. Power 16.3 
Atlantic City Elec. ....... *28.2 
Baltimore G. & E. ........ 21.8 
Bangor Hydro-Elec. ...... 17.7 
Black Hillis P:& L. ...... 15.2 
Boston Edison 19.0 
Calif, Elec. Power *20.5 
Calif. Oreg. Power *26.0 
Galil, Pac Til, ..2...4. 18.3 
Corotnae PoE Lo. coe. ces 23.2 
Central Hudson G. & E. .. *22.5 
Central Ill. FE. & G. ...... 19.3 
Cent. Ill. Light 22.3 
Cent, Illinois P. S. ....... 22.4 
Central Louisiana Elec. . 23.7 
Cent. Maine Power *15.1 
Cent. & South West 30.4 
Cent. Vermont P. S. ..... *16.8 
Cincinnati G. & E. ........ 18.8 
Citizens Util. “B” 32.5 
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% Incr. in 
7/10/61 Diwi- Recent Share Earnings Price- Div. Approx. 
- Price  dend Share 5-yr. Earn. Pay- Book 
(Continued) Rate Earns. Recent Avg. Ratio Value 


Cleve. Elec, Illum. 2.00 2.89Ma D5 20.1 
Colo. Cent. Power .96 1.35Ma 20 34.1 
Columbus < S..O, E. ..... 2.97My 5 19.2 
Commonwealth Edison .... 3.94My 22.3 
Community P. S 1.54Ma 24.0 
Conn. Lt. & Power *1.47My *19.0 
Consol, Edison *3.78Ma *20.9 
Consumers Power 3.41My 20.2 
IDECG to) Lae 20 Oa 1.16Ma 20.0 
Delaware P. & L. 1.68Ma 30.4 
Detroit Edison 2.69My 
Duke Power 2.19Ma 
Duquesne Light *1.51Ma 
East. Util. Assoc. 2.57My 
Edison Sault Elec. 1.12Ma 
El Paso Electric 85My 
Empire Dist. Elec, 2.02Ma 
Florida Power Corp. 1.36Ma 
Florida P. & L. 2.09Ma 
Florida Pub. Util. 1.32Ma 
General Pub. Util. *1.63Ma 
Green Mt. Power .94Ma 
Gulf States Util. 1.27My 
Hartford Electric *3.75Ma 
Hawaiian Electric 3.46Ma 
Houston L 3.29My 
Idaho Power 1.38Ma 
Illinois Power 2.98My 
Indianapolis P. & L. ...... 
Interstate Power 
Iowa Elec, L. & P. 
Iowa-Illinois G. & E. .... 
Iowa P. & L. 
Iowa Public Service 
Iowa Southern Util. 
Kansas Gay Po& L.. 2... 
Kansas G. & E. 
Kansas P. & L. 
Kentucky Util. 
Lake Superior D. P. ...... 
one island Ute, ......35% 
Louisville G. & E. 
Madison G. & E. 
Maine Pub. _— — 
Michigan G. & E 
Middle South Util. 
Minn. P. & L. 
Missouri P. S. 
Missouri Util. (1) 
Montana Power 
Nevada Power 
New England Elec. 
New England G. & E. .... 
Dye Sinte Bs OG. ices 
Niagara Mohawk Power .. 
Northern Indiana P. S. ... 
Northern Sts. Power 
Northwestern P. S. 
Ohio Edison 
Oklahoma G. & E. 
Orange & Rockland ‘Util. 
Otter Tail Power 
Pacific G, & E. 
Mor cll ee 2, 2) Ol arr 
Penn, P. & 
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% Incr. m . 
A . 7/10/61 Dive Recent Share Earnimgs Price- 
eu. “ . dend <Appros. Share 5-yr. Earn. 
(Miull.) (Continued) Rate teld Earns. Recent Avg. Ratio 


Phila. Electric 1.20 
Portland Gen, Elec. 1.52 
Potomac Elec. Power 

Pub. Serv. of Colo. 

Pub. Serv. E. & G. ...... 
Pub. Serv. of Ind. ........ 
Pub. Serv. of N. H. ...... 
Pub. Serv. of N. M....... 
Puget Sound P.& L, ..... 
Rochester G. & E. ........ 


* 
> 


7212 
19.4 
*21.0 
*24.4 
*17.9 
23.8 
16.3 
30.8 
*20.6 
*16.3 
17.4 
19.6 
22.9 
27:9 
*15,5 
253 
26.8 
16.4 
20.2 
26.4 
35.8 
31.3 
19.0 
39.6 


*1.46My 

2.16My 
*2.00Ma 
*3.24Ma 
*3.01Ma 
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So. Calif. Edison 

So. Carolina E. & G. ..... 
Lest, cle 
So. Indiana G. & E, ...... 
Southwestern E. S. ....... 
Southwestern P. S. ....... 
Tampa Electric 
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Tatcson G. E. LL. & P. .... 
Union Electric 

United Illuminating 
Upper Peninsula Pr, ...... 
Utah Power & Light 
Wares FOR PP) So. ns ccs 
Wasn. Water Pr. ...65<%' 
West Penn Power 
Western Lt. & Tel. ...... 
Western Mass. Cos. ...... 
Wisc, El. Pr. (Cons.) .... 
Wisconsin P. & L. ....... 
Wisconsin P, S. .......... 
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Averages 


Foreign Companies 
American & Foreign Pr. .. 
161 Brazilian Traction 
British Col. Power 
26 Calgary Power 
19 Gatineau Power 
17 Quebec Power 
83 Shawinigan Water & Power 25 


fA 


$1.41Ma 


ory 


13.9 
13 26.6 
2 16.0 
9 
6 


eS Se 


13.8 
16.2 19 


*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normal- 


ized the price-earnings ratio would be higher, and the rate of increase in share earnings would be smaller. 
D—Decrease. NC—Not comparable. A—American Stock Exchange. O—Over-counter or out-of-town ex- 
change. S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; 
Je—June; Jy—July; Au—August; Se—September; Oc—October; N—November ; De—December. b—Als0 
3 per cent stock dividend (paid January 25, 1961) included in the yield; similar dividends are paid annual- 
ly, representing balance of earnings. c—Also 23 per cent stock dividend January 10, 1961. d—Also 2 per 
cent stock dividend May 1, 1961. e—Also regular annual 3.3 per cent stock dividend (3 per cent in pre- 
vious years), included in the yield. f—Also regular stock dividend of one-half per cent quarterly, included 
in yield (paid since 1956). h—Also 2.4 per cent stock dividend December 1, 1960, included in yield; stock 
dividends are paid annually, reflecting balance of earnings. j—The rate of increase would be 12 per cent 
if the present number of shares had been used to compute share earnings of past years, instead of using the 
number of shares actually outstanding at the end of each year. k—Also 4 per cent stock dividend Febru- 
ary 24, 1961. 1—Adjusted for 50 per cent stock dividend June 5, 1961. m—Fifty per cent stock dividend 
payable January 18, 1961—cash dividend on new stock 84 cents. n—Also 5 per cent stock dividend Feb 
ruary 17, 1961. o—Adjusted for 13 for 10 stock split record June 27, 1961. 
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What Others Think 


Employee Publications and the Utility Industry 


Se Donald D. Hoover, president 
of Bozell & Jacobs, Inc., of New 
York city, spoke to the utilities session 
of the International Council of Indus- 
trial Editors, meeting in Chicago. As his 
topic, the president of the well-known 
public relations and advertising company 
spoke on the importance of maintaining 
communications with employees in the 
various utility companies. 

The utility publication of today, Mr. 
Hoover said, is truly professional in its 
coverage. The gossip sheet that was com- 
mon as a company publication a few years 
ago has just about disappeared and has 
been replaced by publications that cover 
company news, problems, policies, and 
future plans. In these lines of coverage 
Mr. Hoover asserted that the utility pub- 
lications tend to be ahead of other indus- 
tries. However, he stated that the pub- 
lications issued by utilities to their 
employees tend to be behind in the re- 
porting of industry-wide developments 
and events affecting the national econo- 
my, 

Traditionally, Mr. Hoover stated the 
reasons given for going light on these two 
areas are: (1) Employees are not in- 
terested in news about industry and the 
nation’s economy. (2) The average em- 
ployee would find-such matters difficult 
to comprehend. (3) It is difficult to put 


stories about industry and economy into 
meaningful terms. (4) Such information 
does not belong in an employee publica- 
tion. 

Mr. Hoover stressed that management, 
personnel directors, supervisors, and edi- 
tors cannot afford to guess where utility 
employees’ interest lies. He indicated that 
surveys have proven that employees want 
more coverage of industry and economy 
despite the traditional reasons that ex- 
clude such information from the majority 
of industry publications. 


HE reluctance of many utility editors 

to take an active interest in the fac- 
tors which can mean life or death to their 
companies can have dire results, Mr. 
Hoover believes. He notes that an unin- 
formed employee is unable to pass on 
facts to friends and neighbors outside of 
the company, and these friends and neigh- 
bors, in turn, have no sound basis on 
which to form judgments of the issues 
and make well-informed decisions at the 
voting booth. Negative impressions of 
the utility industry do exist and he stated: 


. . . It doesn’t take a psychiatric ex- 
pert to identify a faulty public image 
as a major contributor to the foremost 
electric problem: the relentless—and in- 
creasing—pressure of government en- 
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croachment, achieved through such 
devices as the preference clause, tax 
inequality, building of superco-ops and 
extension of REA “farm” co-opera- 
tives into suburban and industrial ter- 
ritories, insistence on government 
duplication of existing power lines, and 
renewed advocacy of federal construc- 
tion of a nation-wide “power grid”— 
which in substance already is present 
in the interconnected transmission sys- 
tems of investor-owned electric com- 
panies. 


Mr. Hoover noted that there are a 
good many sources that editors could use 
to increase the amount of information in 
their industrial publications which would 
relate to industrial developments and the 
economic fields. He indicated that editors 
will find top management ready to give 
the backing needed if plans are sufficiently 
comprehensive. Management, he stated, is 
aware that employee publications can 
make a real contribution to the interests 
of the company, the industry, and the 
nation. 





Congress Splits on Hanford Electric Plant 


a House of Representatives last 
month killed a measure, backed by 
the Kennedy administration, which would 
have provided $95 million for construc- 
tion of electric generating facilities at the 


nuclear reactor plant now under construc- 
tion at Hanford, Washington. 

A few days after the House action, the 
Senate, by a 54-36 roll call vote, voted to 
go ahead with the Hanford project by 
rejecting Senator Hickenlooper’s (Repub- 
lican, Iowa) motion to strike the power 
plan from the AEC authorization bill. 

The House knocked out this one section 
of the AEC authorization bill and passed 
the remainder of the $500 million bill, 
which includes authorization of construc- 
tion by the AEC of a $114 million re- 
search linear electron accelerator at Stan- 
ford University, Stanford, California. 

Republicans —supported by southern 
Democrats, coal-producing states (such 
as Pennsylvania), and New England— 
succeeded in passing the amendment 
which killed the Hanford project by a 
176-140 vote. 

The Democrats had made no attempt 
to overturn the earlier House vote by call- 
ing for a roll call vote. They had rather 
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relied on mustering sufficient support in 
the Senate to retain the Hanford plan, 
and eliminate the Stanford measure. Then, 
in a House-Senate conference, the Demo- 
crats will hope for a compromise whereby 
both projects will be restored to the bill. 


HE Hanford measure had become 

controversial because of several rea- 
sons—the most overwhelming one that it 
sharply pointed out the battle which has 
been raging between public versus in- 
vestor-owned utilities. 

Backers of freedom for investor-owned 
companies fought the Hanford proposal 
on the grounds that it was probably the 
biggest step, since the establishment of 
the TVA, of putting the federal govern- 
ment in control of a large deposit of 
electric power. The problem had been 
greatly intensified by rumors coming out 
of the Interior Department, which told 
of the possibility of linking the TVA 
with the Bonneville Power Authority 
(BPA) in Washington. The electric 
power, which the government hoped to 
realize from the Hanford reactor, would 
be tied in with BPA power. 

This transmission of power from Han- 








WHAT OTHERS THINK 
































“GUESS ILL HAVE TO HANG UP NOW, HELEN!” 


ford to Bonneville, through a $266 mil- 
lion 500,000-volt transmission line, had 
also ruffled a few feathers among owners 
of private utilities in the West. The state 
of California recently employed an en- 
gineering firm, H. Zinder & Associates, 
to make a study of a proposed power 
“intertie’ between the Pacific Northwest 
and California, This is supposed to be 
confined to the engineering aspects rather 
than who should build or operate the line. 
Nevertheless, the resulting report has be- 
come quite controversial. 

Such a program was actually started 
during the Truman administration by the 
Department of the Interior under former 
Secretary Chapman. Construction plans 
were halted when it was found depart- 


mental officials had defied Congress which 
had provided no authorization for the 
project. 

In the last couple of years of the Eisen- 
hower administration, the BPA sought to 
market some of its surplus secondary 
power in California. This was when BPA 
revenue began to fall below expectations. 
The BPA encouraged a modest hookup, to 
be built at private expense, to accom- 
modate the sale of surplus energy under 
normal contracts. This plan also met de- 
feat in the Congress. 


kien Zinder report had been the sub- 
ject of increasing study and argu- 
ment. Nothing like what it proposes had 
ever been before attempted in this coun- 
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try. It was known that the Kennedy ad- 
ministration was partial to the construc- 
tion of such interregional power hookups. 
The government had the backing of 
various organizations in the public power 
movement that want to extend the prin- 
ciple of federal generation and distribu- 
tion of electric power, with preference 
and priority going to public power 
agencies. 

Most privately owned utilities can see 
advantages in power pooling, but they 
have fears over possible further govern- 
ment encroachment into their business. 
The proposal for a California intertie was 
mixed up not only with the government 
and investor-owned power disputes, but 
was also complicated by the Kennedy ad- 
ministration’s plan to -convert the new 
Hanford plutonium reactor into a com- 
mercial electric power producer. 


Many in the Pacific Northwest did not 
like to see their power going off to other 
states to the south, especially California. 
They are fighting any proposal to con- 
struct a giant power intertie which would 
export, in large volumes, electrical energy 
from the Columbia river system. Backers 
of the bill say that legal precautions will 
be taken to see that citizens of the 
Columbia river region will have first call 
on the power produced there. 


ese opposition counters that once a 
federally controlled power intertie is 
constructed into the power thirsty South- 
west region, it will likely be continued to 
be used to export Columbia river power 
for a prolonged period of time. Op- 
ponents of the line also say that even 
though Congress provides initial protec- 
tion to the Northwest, it can amend the 
laws, later on, so that Columbia river 
power would permanently serve other 
areas, This is particularly true, they say, 
if citizens from other populous areas can 
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exert more influence on Congress than 
those in control of the administrative 
branch of the government. 


HEY also say that a multimillion- 

dollar giant power intertie program 
connecting the Northwest with the South- 
west region, if owned and controlled by 
the federal government and if carried 
forward and put into effect, would be a 
big step towards the nationalization of 
the electric energy industry, and through 
it the control of the economy of the 
regions it serves. Opponents of the fed- 
erally owned intertie point to the fact that 
many high-voltage power interties have 
already been constructed through the 
combined effort of private enterprise and 
established government agencies. Others 
are being planned whereby pooling ar- 
rangements permit distributors to operate 
more efficiently. 

An example of this is the 400-mile net- 
work of extrahigh-voltage transmission 
lines, linking an eight-state area in the 
South which will be constructed by a 
group of investor-owned utilities. Sher- 
man R. Knapp, former president of the 
Edison Electric Institute, announced that 
the transmission grid would interconnect 
power systems in Arkansas, Kansas, 
Louisiana, Mississippi, Missouri, Ne- 
braska, Oklahoma, and Texas. The sys- 
tem would cost more than $300 million 
and is designed for initial operation at 
345,000 volts. Provisions would be in- 
cluded for possible enlargement to 500,- 
000 volts when needed. By contrast, the 
regular high-tension lines common to 
country areas operate at 132,000 volts. 

Knapp said that the line would be six 
times greater in electric power capacity 
than any other transmission line now op- 
erating in the South. Initial construction 
of a 30-mile section of the line is expected 
this year. 





It is 
laws, g 
compli 
intertie 
opened 
regions 
itself « 
nation< 
the he 
genera 
tion. 


HI 
H 
raised 
Washi 
ordere 
linking 
with t 
transn 
large 

distan 
hind t 
it wou 
and i1 
shift 

heavil 
in tim 


Shc 
ment 
the rv 
only s 
ing tl 
Nortl 
the tr 
ly. T 
invoh 
from 
dian 
struct 
cently 
await 


WHAT OTHERS THINK 


It is pointed out that class preference 
laws, governing the use of federal power, 
complicate pooling arrangements and 
interties where a river power system is 
opened to class preference users in other 
regions throughout the nation. This in 
itself creates another movement toward 
nationalization of the industry because of 
the heavy subsidies given to federally 
generated power production and distribu- 
tion. 


HE possibility of a link between the 

Hanford-BPA system and the TVA 
raised many eyebrows. One report out of 
Washington said the administration had 
ordered a study of the feasibility of 
linking the power facilities of the TVA 
with those of the BPA. High-powered 
transmission lines capable of transmitting 
large blocks of power the 2,000-mile 
distance would be used. The theory be- 
hind the proposal, one source said, is that 
it would provide a means for government 
and investor-owned power producers to 
shift large blocks of surplus power to 
heavily populated areas when needed, as 
in time of power shortages. 

Shortly thereafter, the Interior Depart- 
ment came out with a guarded denial of 
the rumor. The department said that the 
only such study now under way is check- 
ing the feasibility of linking the Pacific 
Northwest and the Pacific Southwest with 
the transmission line mentioned previous- 
ly. The California intertie proposal also 
involves the possible export of electricity 
from British Columbia when new Cana- 
dian Columbia river projects are con- 
structed, under terms of the treaty re- 
cently ratified by the United States but 
awaiting action by the Canadian Parlia- 
ment and the government of British 
Columbia. 


Howard Green, Minister of External 
Affairs and No. 2 man in the Canadian 
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government, declared there was a possi- 
bility of collapse of the planned Columbia 
river projects in Canada. There are 
numerous areas of dispute in Canada, 
despite the fact the Canadians have been 
guaranteed by the United States govern- 
ment a 50-50 split of the power benefits 
in this country resulting from the Cana- 
dian storage projects. In view of the com- 
plex situations across the international 
boundary, it would be folly for the United 
States to bank on new electric power 
resulting from Canadian Columbia proj- 
ects until, at least, the treaty is ratified 
and construction work assured. 

Despite the delays on the Canadian 
side, some engineers have no difficulty in 
visualizing a high-powered intertie reach- 
ing from the Peace river country and the 
Yukon to lower California and _ the 


Colorado river basin. The key link would 
be the American transmission lines con- 
necting the BPA region (which includes 
the Hanford plant) with northern Cali- 


fornia. 


t pnconga to the transmission of 
BPA power to the Southwest was 
expressed recently by Francis Pearson, 
chairman of the Washington Public Serv- 
ice Commission. He said he preferred to 
see Bonneville power remain in the 
Pacific Northwest even though it might 
mean a slight increase in rates for a time. 
He indicated that the overall benefits to 
Washington state would be greater. Pear- 
son also said : “Our community of interest 
is with British Columbia and the develop- 
ment of the Columbia river with Canada,” 
not with exporting that power the North- 
west does have to the Southwest. 

“The Southwest has everything to take 
but nothing to give, as far as natural re- 
sources are concerned,” he added. 

David Sentner, chief of the Hearst 
Headline Service Washington Bureau, 
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reported in his column that the major 
electric utility systems on the West coast 
will soon announce details of a billion- 
dollar North-South transmission and 
pooling program, which would be in direct 
Opposition to the administration’s plans 
to set up a federally operated transmis- 
sion system. Sentner said the impact of 
this intertie by investor-owned utilities 
would be so great that the AEC authori- 
zation bill for the Hanford plant was 
cooked up in an attempt to forestall this 
billion-dollar private investment plan. The 
private company setup would operate at 
the highest voltage in the country, around 
half a million volts. It would stretch from 
the vicinity of Los Angeles to connect 
with the 17-year-old mixed ownership 
Northwest power pool which serves the 
Columbia basin. It is contemplated that 
the entire West coast electric industry will 
be operated in one mixed ownership pool, 
says Sentner. 


Two months ago, Secretary of the In- 
terior Udall named a five-man task force 
to study the California intertie question. 
The chairman of the group is the new 
BPA Administrator, Charles Luce. Two 
other BPA men are on the board, along 
with a California Bureau of Reclamation 
director and an Interior Department en- 
gineer. 


PPONENTS of the public power drive 

have accused Udall, and his ap- 
pointees in the Interior Department, of 
being more eager to socialize electric 
power than was his predecessor during 
the Roosevelt days, Harold Ickes. Much 
of the pressure for a federal intertie 
comes from the government power agen- 
cies and their lobbyists, and they are 
counting on Udall to expand the func- 
tions of the federal government in elec- 
tric generation and distribution, according 
to investor-owned utilities. 
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During the debate on the AEC bill in 
Congress, it was charged that the present 
administration’s trend toward federal 
control is dangerous. Recent statements 
by Udall and his lieutenants that there 
must be a “national power grid” came 
under attack, since investor-owned utili- 
ties feel a national system controlled by 
the government will put them out of 
business. 

The Hanford plant authorization bill 
battle was the first test of the federal goy- 
ernment power lobby, subsequent to the 
political election of last fall when the 
Democratic ticket, pledged to all-out sup- 
port of government power expansion, 
lost every western state involved except 
Nevada and New Mexico. 

One of the friction points sparking 
part of the power issue fight in Congress 
arose out of the $200 million question of 
which agencies, private or federal, shall 
build a high-voltage, 1,800-mile transmis- 
sion line system from four new federal 
power and irrigation dams on the Upper 
Colorado river to federal preference cus- 
tomers in Arizona, New Mexico, Colo- 
rado, Utah, and Wyoming. 

Supporters of investor-owned enter- 
prise contend that the federal investment 
could be reduced to $64 million by using 
private utility lines, a saving of $136 
million of federal deficit spending. They 
add that during the 86-year life of the 
project the private lines would yield $284 
million in taxes. 

One of the first items attacked by the 
GOP, and upheld by the Democrats, in 
the opening days of debate on the AEC’s 
authorization bill, was the cost and worth 
of adding electric generating facilities at 
the Hanford plant. 


HE administration’s backers said that 
distribution of electric power from 
Hanford would give the United States 
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the world’s largest atomic generating 
plant. Plutonium production generates 
great quantities of heat and they said it 
was a pity to dissipate this heat when it 
could generate steam for electric power. 
Moreover, it was explained, the BPA 
could use this power in a “critical water 
year.” 

If built, the $60 million Hanford facil- 
ity would have been the first steam plant 
in the Bonneville power empire. It would 
have created the first vast bloc of electric 
power generated by steam outside of the 
Tennessee valley. “Vast” is not an exag- 
geration since the plant would have pro- 
duced 700,000 kilowatts, or as much elec- 
tric power as one and a half dams the size 
of Bonneville. 

President Kennedy had said that the 
Hanford atomic installation would itself 
be requiring half the proposed capacity 
within a few years, thus making the proj- 
ect ultimately self-liquidating. He said 
its technical and economic feasibility had 
been attested to by the AEC, which would 
have built it, and the BPA, which would 
have marketed the electricity. These 
recommendations were bulwarked with 
technical studies by the General Electric 
Company and economic studies by the 
Federal Power Commission. 


| gens power Officials said there was no 
question involved of whether private 
enterprise rather than the federal govern- 
ment should produce the electricity, for 
the investor-owned utilities have never 
responded to an invitation by former 
AEC Chairman McCone to do so. They 
added that either the generated heat 
would be put into productive use by the 
government, or it would go to waste as 
the heat from the first, smaller plutonium 
reactor has been wasted into the Columbia 
TIVer. 

Senator Jackson (Democrat, Washing- 


ton) said during the House debate that 
the cost of producing plutonium at the 
Hanford site could be cut by one-third if 
electric power-generating facilities are 
added. If converted at a cost of $95 mil- 
lion, he said, the reactor would produce 
up to 900,000 kilowatts of electricity. 
Though he foresaw a “hard floor fight” 
in both the House and Senate, Jackson 
predicted the measure would pass the 
Congress. | 
ee Hosmer (Republican, 
California), a leader in the opposi- 
tion to the Hanford expansion, hit 
strongly at the administration’s proposals. 
He said the reactor there is already ob- 
solescent and to use it at the taxpayers’ 
expense would discourage private indus- 
try from building better reactors. He also 
stated that the original reason for the 
plutonium-producing Hanford plant may 
disappear. The supply of plutonium may 
presently exceed the demand. When it 
does, if it does, the reactor would have 
to continue operations at great cost to 
heat the boilers to produce the steam. 

Besides Hosmer, other GOP leaders 
who launched the attack on the appropria- 
tions bill were Representatives Avery 
(Republican, Kansas) and Van Zandt 
(Republican, Pennsylvania). 

Avery compared the proposal with the 
creation of the TVA, which he termed 
a “monstrosity” authorized through “dis- 
torted logic.” “What we’re going to de- 
cide,” he said, “is whether the AEC 
through this general authorization is go- 
ing to become engaged in the production 
of public power or whether that is to be 
left to private power.” 

Van Zandt, one of the most outspoken 
critics of the measure, introduced the 
amendment to knock the generating facili- 
ties authorization out of the overall AEC 
bill. Representative Bow (Republican, 
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reported in his column that the major 
electric utility systems on the West coast 
will soon announce details of a billion- 
dollar North-South transmission and 
pooling program, which would be in direct 
opposition to the administration’s plans 
to set up a federally operated transmis- 
sion system. Sentner said the impact of 
this intertie by investor-owned utilities 
would be so great that the AEC authori- 
zation bill for the Hanford plant was 
cooked up in an attempt to forestall this 
billion-dollar private investment plan. The 
private company setup would operate at 
the highest voltage in the country, around 
half a million volts. It would stretch from 
the vicinity of Los Angeles to connect 
with the 17-year-old mixed ownership 
Northwest power pool which serves the 
Columbia basin. It is ‘contemplated that 
the entire West coast electric industry will 
be operated in one mixed ownership pool, 
says Sentner. 


Two months ago, Secretary of the In- 
terior Udall named a five-man task force 
to study the California intertie question. 
The chairman of the group is the new 
BPA Administrator, Charles Luce. Two 
other BPA men are on the board, along 
with a California Bureau of Reclamation 
director and an Interior Department en- 
gineer. 


siti of the public power drive 
have accused Udall, and his ap- 
pointees in the Interior Department, of 
being more eager to socialize electric 
power than was his predecessor during 
the Roosevelt days, Harold Ickes. Much 
of the pressure for a federal intertie 
comes from the government power agen- 
cies and their lobbyists, and they are 
counting on Udall to expand the func- 
tions of the federal government in elec- 
tric generation and distribution, according 
to investor-owned utilities. 
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During the debate on the AEC bill in 
Congress, it was charged that the present 
administration’s trend toward federal 
control is dangerous. Recent statements 
by Udall and his lieutenants that there 
must be a “national power grid” came 
under attack, since investor-owned utili- 
ties feel a national system controlled by 
the government will put them out of 
business. 

The Hanford plant authorization bill 
battle was the first test of the federal goy- 
ernment power lobby, subsequent to the 
political election of last fall when the 
Democratic ticket, pledged to all-out sup- 
port of government power expansion, 
lost every western state involved except 
Nevada and New Mexico. 

One of the friction points sparking 
part of the power issue fight in Congress 
arose out of the $200 million question of 
which agencies, private or federal, shall 
build a high-voltage, 1,800-mile transmis- 
sion line system from four new federal 
power and irrigation dams on the Upper 
Colorado river to federal preference cus- 
tomers in Arizona, New Mexico, Colo- 
rado, Utah, and Wyoming. 

Supporters of investor-owned enter- 
prise contend that the federal investment 
could be reduced to $64 million by using 
private utility lines, a saving of $136 
million of federal deficit spending. They 
add that during the 86-year life of the 
project the private lines would yield $284 
million in taxes. 

One of the first items attacked by the 
GOP, and upheld by the Democrats, in 
the opening days of debate on the AEC’s 
authorization bill, was the cost and worth 
of adding electric generating facilities at 
the Hanford plant. 


HE administration’s backers said that 
distribution of electric power from 
Hanford would give the United States 
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the world’s largest atomic generating 
plant. Plutonium production generates 
great quantities of heat and they said it 
was a pity to dissipate this heat when it 
could generate steam for electric power. 
Moreover, it was explained, the BPA 
could use this power in a “critical water 
year.” 

If built, the $60 million Hanford facil- 
ity would have been the first steam plant 
in the Bonneville power empire. It would 
have created the first vast bloc of electric 
power generated by steam outside of the 
Tennessee valley. “Vast” is not an exag- 
geration since the plant would have pro- 
duced 700,000 kilowatts, or as much elec- 
tric power as one and a half dams the size 
of Bonneville. 

President Kennedy had said that the 
Hanford atomic installation would itself 
be requiring half the proposed capacity 
within a few years, thus making the proj- 
ect ultimately self-liquidating. He said 
its technical and economic feasibility had 
been attested to by the AEC, which would 
have built it, and the BPA, which would 
have marketed the electricity. These 
recommendations were bulwarked with 
technical studies by the General Electric 
Company and economic studies by the 
Federal Power Commission. 


| yar power Officials said there was no 
question involved of whether private 
enterprise rather than the federal govern- 
ment should produce the electricity, for 
the investor-owned utilities have never 
responded to an invitation by former 
AEC Chairman McCone to do so. They 
added that either the generated heat 
would be put into productive use by the 
government, or it would go to waste as 
the heat from the first, smaller plutonium 
reactor has been wasted into the Columbia 
river, 

Senator Jackson (Democrat, Washing- 


ton) said during the House debate that 
the cost of producing plutonium at the 
Hanford site could be cut by one-third if 
electric power-generating facilities are 
added. If converted at a cost of $95 mil- 
lion, he said, the reactor would produce 
up to 900,000 kilowatts of electricity. 
Though he foresaw a “hard floor fight” 
in both the House and Senate, Jackson 
predicted the measure would pass the 
Congress. | 
| oeuniaiige Hosmer (Republican, 
California), a leader in the opposi- 
tion to the Hanford expansion, hit 
strongly at the administration’s proposals. 
He said the reactor there is already ob- 
solescent and to use it at the taxpayers’ 
expense would discourage private indus- 
try from building better reactors. He also 
stated that the original reason for the 
plutonium-producing Hanford plant may 
disappear. The supply of plutonium may 
presently exceed the demand. When it 
does, if it does, the reactor would have 
to continue operations at great cost to 
heat the boilers to produce the steam. 

Besides Hosmer, other GOP leaders 
who launched the attack on the appropria- 
tions bill were Representatives Avery 
(Republican, Kansas) and Van Zandt 
(Republican, Pennsylvania). 

Avery compared the proposal with the 
creation of the TVA, which he termed 
a “monstrosity” authorized through “dis- 
torted logic.” “What we’re going to de- 
cide,” he said, “is whether the AEC 
through this general authorization is go- 
ing to become engaged in the production 
of public power or whether that is to be 
left to private power.” 

Van Zandt, one of the most outspoken 
critics of the measure, introduced the 
amendment to knock the generating facili- 
ties authorization out of the overall AEC 
bill. Representative Bow (Republican, 


AUGUST 3, 1961 








Ohio) said that the public power bill 
would require Ohio to “pay part of the 
light bill for several hundred thousand 
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Americans in the far West,” and that he 
would oppose the measure “vigorously.” 
—M.B.P. 





Co-operative and Tax Exemption 


te of the myths about co-operative 
tax advantages carefully cultivated 
by the co-op lobbies is that these co-ops 
are simply small enterprises which their 
farmer members conduct to help them- 
selves, because regular commercial en- 
terprise is not interested in such relatively 
profitless service. Actually, some of the 
biggest names in food processing and dis- 
tribution belong to co-operatives. Their 
tax-paying commercial company competi- 
tors are up in arms. They say it is unfair, 
that they are being forced to the wall 
while Uncle Sam is losing millions in 
taxes. 

All this is the subject of a very in- 
teresting recent book by a well-known 
economist, Robert T. Patterson. It is 
called “The Tax Exemption of Co-op- 
eratives” and it is published by University 
Publishers, Inc., of New York, New 
York. Patterson estimates that the federal 
Treasury is losing at least $150 million a 
year through special exemption granted 
co-operatives and to co-op members who 
receive patronage dividend payments. 
State and local governments may be los- 
ing much more. 

Those who have not kept track of the 
burgeoning co-op movements in the ranks 
of really big business can get a good eye 
opening just running over some of the 
trade names used by co-operative op- 
erators. Welch’s grape juice, Land 
O’Lakes butter, Guild wines, Donald 
Duck concentrated frozen juices, Sun 
Maid raisins, Sunsweet prunes, and Sun- 
kist oranges, and a host of others. And 
in addition to processing, sale, and dis- 
tribution of farm produce, co-operatives 


AUGUST 3, 1961 


are now entrenched in banking, insurance, 
electric and telephone service (via REA 
loans), wholesale power production, irri- 
gation, housing, medical care, and burial 
services. 


- gemnenned Kennedy, in his message to 

Congress earlier this year dealing with 
proposed tax reform, showed that he was 
alert to the growing abuse of co-operative 
tax exemption when he asked for some 
measure of federal income tax on co-op- 
eratives. But oddly enough, he specifical- 
ly asked that nothing be done about the 
REA co-op tax advantage. 

It was during a congressional hearing 
on these very tax proposals that a busi- 
nessman, Frank Gallup of Grand Island, 
Nebraska, made a very impressive pres- 
entation about the unfair competition 
which corporate tax exemption can cre- 
ate. Gallup was the initiator in 1952 of 
a virtually unknown fertilizer process 
based on ammonia as a source of nitro- 
gen. It was hard going for awhile until 
the farmers finally accepted it. He had to 
spend much money on promotion. But 
when the ammonia idea caught on, the 
co-operatives moved into the picture in 
a big way. Here is what Gallup told the 
Congressmen : 


I am here today because, despite my 
efforts to build a sound company, ! 
am likely to be forced out of business 
in the next few years. Although every 
business has a certain element of risk, 
failures usually result from poor man- 
agement, poor credit policies, poor 
services, or lack of market... . 






































it he 
sly. ” 


nce, 
-EA 
irti- 
irial 


> 10 
vith 
was 
tive 
me 
op- 
cal- 
the 


ing 
1sI- 


nd, 


ion 
re- 
of 
25S 


til 


ut 
he 
in 


he 


WHAT OTHERS THINK 















































FLCHOCKS 





iat (Oi. Pd 















“HELLO, WILL YOU PLEASE SEND OVER YOUR BEST LINEMAN?” 


Yet, here I am saying in all proba- 
bility that under present circumstances 
I and many others will be forced out 
of a business that is just in its infancy 
—a business we helped to develop. It 
is not because of poor public relations, 
poor service, or lack of promotion. It 
is not that we sell an inferior product 
since it is identical to that of our co- 
op competitors. But it is just pure and 
simply due to tax factors our competi- 
tor gets and we don’t. 


Wes Gallup started out in 1952, 


there were less than a dozen am- 


monia tanks in the whole of Nebraska— 
all privately owned by tax-paying com- 
mercial interests. By 1959, the co-ops had 
25 per cent of the tanks and were do- 
ing 40 per cent of the business. By 1965, 
Gallup figures the co-ops will be doing 
two-thirds of the business. He concluded : 


Co-operatives invest money in proc- 
essing, manufacturing, and distributing 
facilities to make a profit for their 
owners. That’s the reason I invest my 
money, too. If my investment earns any 
income, the law of this land requires 
me to pay a tax on that income, first 
in the corporate structure, and then on 
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dividends, if any. The co-operative sits 
there in exactly the same business and 
has no tax responsibility at all for the 
income their investment earns. This is 
such a good deal that they are now 
building a huge multimillion-dollar ni- 
trogen plant at Hastings, Nebraska, a 
few miles from me. The money to build 
this plant, I imagine, came primarily 
from untaxed earnings. 


Dr. Patterson’s book takes the position 
that a co-operative is a private corpora- 
tion and as such should legally pay the 
same rate and kind of taxes that any 
other business must pay. 

More evidence of political tender re- 
gard for the co-operatives may be seen 
in the administration’s Omnibus Farm 
Bill, which includes subsections that 
would permit them to merge, grow big- 


ger, fix prices, and allocate marketing 
territories. These subsections (b) and 
(c) of § 401, Title I of HR 6400 would 
be in addition to the large measure of 
exemption of the provisions of the anti- 
trust laws which co-operatives already 
enjoy under the Capper-Volstead Act 
and § 6 of the Clayton Act. 

Donald I. Rogers, syndicated columnist 
for the New York Herald Tribune, sug- 
gests that the new proposals would per- 
mit the co-ops to “do all of the things 
for which the electrical manufacturers 
were so severely castigated.” He: won- 
dered where the Justice Department, 
which was “so terribly upset about the 
electrical manufacturers,’’ was when these 
latest co-op exemption provisions were 
slipped into the Omnibus Farm Bill. He 
fears that it was looking the other way 
at the time. 





REA’s Approach to Rural Development 


AST spring the Administrator of the 
Rural Electrification Administration, 
Norman M. Clapp, spoke before the Na- 
tional Rural Electric Co-operative Associ- 
ation meeting in Washington, D. C. The 
NRECA conference was devoted to rural 
development and Mr. Clapp began his 
speech by stating that census figures show 
that the median annual income for an ur- 
ban family in 1959 was $5,755 while the 
median income for farm families was less 
than half of that figure—about $2,800. 
This, Mr. Clapp stated, reflects low farm 
prices and widespread rural unemploy- 
ment. 

As a result of this economic lag, Clapp 
declared that 75 per cent of farm young- 
sters leave home by the time they are 
thirty years old. This creates an age im- 
balance which he believes is a serious 
threat to the future soundness and growth 
of the rural areas. 
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Clapp called on leaders of the REA- 
financed rural electric and telephone co- 
operatives to take leadership in creating 
more economic opportunity in rural 
America. He recommended that electric 
and telephone co-operative leaders form 
local community development committees 
to spark the creation of more rural indus- 
tries. It was pointed out by Mr. Clapp that 
rural areas should retain a bigger share 
of the food and processing dollar. This, he 
said, could be achieved by getting farm 
produce as nearly ready for the retail 
stores as possible. 


HE interest of REA in rural develop- 

ment, Clapp indicated, is tied directly 
to the interest of its 1,750 electric and tele- 
phone borrowers and the millions of people 
that they serve. He stated that rural devel- 
opment is not going to be “just a side line 
with us” and that “we are going to set 
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up a special staff to concentrate on this 
phase of the program.” 

Clapp’s statements regarding rural de- 
velopment are sure to interest the utility 
industry. One wonders, however, just how 
far the REA can go in this area without 
violating at least the spirit of the original 
legislation which established it. In rela- 
tion to expanded REA activity, Clapp 
stated : 


If, in addition, REA is delegated new 
loan-making authority under the Area 
Redevelopment Act, we hope to be in a 
position to make direct loans for indus- 
trial and commercial projects—and 
community facilities—in such depressed 
areas as may be designated. This would 
be in addition to our present program; 
it would not replace it. 


6 lve concern of REA for the rural areas 
of the nation is understandable since 
the “farm problem” seems always to be 
with us. However, one is forced to ask if 
encouraging more rural industries can be 
expected to solve the basic difficulties of 
the farmer. The swing away from an ag- 
ricultural society is a fact, but the farms 
are still with us and will remain so. Can 
the farmer’s economic problems be solved 
by turning rural areas into industrial com- 
plexes? 

Is the essential goal of the govern- 
ment to aid farmers as such, or is it to 
take him away from the soil and, through 
government loans, enable him to enter the 
field of industry? These are a few ques- 
tions that Mr. Clapp’s speech bring to 
mind. 





Atomic Science and Government 


eo to improve the objectivity 
of the scientific advice to the U. S. 
government were recommended in mid- 
June by Representative Melvin Price 
(Democrat, Illinois), chairman of the 
Subcommittee on Research and Develop- 
ment of the Joint Committee on Atomic 
Energy. In an address to the Washington 
chapter of the American Nuclear Society, 
Representative Price, while expressing ad- 
miration for working scientists, pointed 
to certain problems involved in the pro- 
vision for scientific advisers to the gov- 
ernment. Included among the problems 
noted were: executive privilege prevent- 
ing disclosure of scientific reports by the 
President’s Scientific Advisory Commit- 
tee and other advisory committees; prob- 
lems of scientific ethics involved in the 
relations between advisers to the govern- 
ment from large universities and business 
enterprises; the killing of various projects 
by competitors; and the confusion of 


scientific advice with policy and budgetary 
considerations. 

In recommending corrective measures, 
Representative Price stated that we need 
a more diversified selection of scientific 
advisers. As an example, he said that the 
Atomic Energy Commission’s general 
advisory committee does not have a per- 
son with a medical or biological back- 
ground on it. He stated that there also 
seems to be a concentration of scientific 
advice from big business, and big uni- 
versities, The only way to dispel criticisms 
that our scientific advice is monopolized 
by one or more cliques is to demonstrate 
that we do not have them, he said. 


| earns also urged the basis of important 
scientific and technical recommenda- 
tions by the government’s principal scien- 
tific advisers should be made public to 
the fullest extent consistent with national 
security. He stated that we can no longer 
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afford the luxury of “star chamber pro- 
ceedings” where top scientists in secret 
make decisive recommendations having 
important effects on our technology. 

In conclusion, he asserted that we need 


to have a new outlook for the provision 
of our scientific and technical advice. He 
suggested that some of our scientists and 
administrators in the atomic field may be 
losing their “pioneering spirit.” 





Secretary Udall Expounds Rural Electrification Needs 


HE July issue of Rural Electrifica- 

tion contained an article by Secretary 
of the Interior Stewart L. Udall which 
seems to be a forecast of what the elec- 
tric utility industry can expect in the 
next few years. 

Secretary Udall, at the outset, indicates 
that his interest in rural electrification is 
due to the fact that wholesale power 
requirements of rural electric systems are 
doubling every five to seven years, and 
that 450 of these systems depend, for the 
greater part, on federally produced pow- 
er. Therefore, the Secretary states, it is 
incumbent upon his department to see 
that these rural electric systems “do not 
wake up one day to find that their needs 
cannot be met.” 

In order to do this, Secretary Udall 
indicated that he will follow President 
Kennedy’s policy statement which would 
provide preference in power sales for 
public agencies and co-operatives, give 
priority for domestic and rural con- 
sumers in the disposal of power, insure 
power at the lowest possible rates con- 
sistent with sound business principles, 
and dispose of power in such a way as 
to encourage widespread use without 
monopolization. 

Secretary Udall states that his agency 
already has begun to carry out the Presi- 
dent’s directives and a five-man task 
force has been appointed to study the 
possibilities of a Pacific Northwest- 
Pacific Southwest common carrier, high- 
voltage intertie. The report of this group 


is expected to be submitted by November 
of this year. 

Project planning, Secretary Udall in- 
dicates, is “once more” steadily moving 
ahead and he states that the Bureau of 
Reclamation office in Denver is on a 
58-hour week to expedite the hydro and 
transmission projects for the Upper Colo- 
rado river development. 


HE Secretary, in this article, notes 

that today’s problems are those of a 
vastly new dimension. No longer, he ob- 
serves, is the concern for power confined 
to small, individual, localized areas. To- 
day’s problems involve entire regions and 
the troubles that a district manager of one 
state is experiencing could very well be 
those in store for others in a different 
state in the near future. 

It is important, Secretary Udall states, 
that rural electric systems be interested 
in congressional action and REA pro- 
grams. It is also important that such 
rural groups keep informed of the activ- 
ities of the Interior and Commerce de- 
partments, since all of their programs 
affect the rural electric systems and 
their patrons. It is the rural co-operatives’ 
responsibility to gather economic and hu- 
man resources so that “pockets of pov- 
erty” and “chronic unemployment” can 
be eliminated. This, he asserts, is a very 
real challenge and by meeting it, the co- 
ops will be able to prove the social and 
economic values of the rural electric pro- 
gram. 
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The March of 
Events 


Conversion Project Begun 

i conversion of gas heat into 

electricity is moving a step closer to 
practical use in a research program under- 
taken jointly by the American Gas Asso- 
ciation and General Dynamics Corpora- 
tion’s general atomic division. 

The aim of the project is to develop a 
small, low-cost thermoelectric module 
which could be used to convert part of 
the heat from a gas flame directly into 


i ae 


small amounts of auxiliary electric pow- 
er. 

Such power could be used to supply en- 
ergy necessary to operate a blower on 
a gas furnace. It might also be used to 
operate controls, fans, pumps, lights, and 
blowers on other gas appliances. 

A major objective of the research is to 
develop a compact, durable, and _ light- 
weight low-cost device which is adaptable 
to multiple production techniques. 


Alaska 


Reimbursement Law 
Upheld 


* ypaneone Egan of Alaska has an- 
nounced that the U. S. Bureau of 
Public Roads has agreed that the state’s 
1961 utility reimbursement act is consti- 
tutional. 


The measure permits the state to 
reimburse utilities for the cost of moving 


their facilities when necessitated by fed- 
eral-aid highway construction. 

Alaska Attorney General Ralph Moody 
earlier had issued an opinion holding that 
the act was constitutional. 

Egan said the decision by the Bureau 
of Public Roads meant that the state 
would not have to test the law in court, 
as had been necessitated in many other 
states. 


Arkansas 


Merger Plans Approved 

MERGER of Arkansas Louisiana Gas 

Company and MidSouth Gas Com- 
pany was approved by the state public 
service commission. Under terms of the 
merger, Ark La will exchange one share 


of stock for two shares of MidSouth 
stock. As the surviving corporation, Ark 
La will assume the debts and liabilities of 
MidSouth. The commission said that on 
this basis the two-for-one exchange is 
fair. 
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Attorneys for MidSouth declined com. 
ment on the next step in the merger, 


The commission’s action was taken 
after it rejected a request for a continu- 


ance sought by a MidSouth stockholder, 
who did not agree that it was fair and 
sought to block commission action. 


which also requires approval by the Kan. 
sas, Louisiana, and federal utility regu. 
latory agencies. 


Florida 


City Plans Municipal Gas 
Plant 


( SEIS engineers were asked re- 


cently by the city commission of 


Fernandina Beach to prepare plans and 
specifications for a $1.9 million municipal 
gas system. 

While awaiting the plans and specifica- 


tions, the city is to proceed with the prep- 
aration and sale of a revenue bond issue 
to pay for the new system. Revenue from 
gas sales will be pledged toward amortiz- 
ing a 30-year loan. 

Plans call for the sale of the bonds to 
be handled by the U. S. Housing and 
Home Finance Agency. 


Georgia 


Gas Pipeline Planned 


— Nemtle Gas Licut Company has an- 


nounced the filing of a petition with 


the state public service commission for 
permission to build a $5.7 million pipeline 


to furnish natural gas to southeast Geor- 


gia. The company said construction of the 


pipeline would get under way as soon as 
authority is received from the commission 
and from the Federal Power Commission. 
A spokesman for the company said the 
principal purpose of the new pipeline 
would be to provide natural gas supplies 


to Brunswick and Waycross, which the 
company currently supplies with LP gas. 

The company proposes to build a 12- 
inch line beginning in Chatham county 
near Savannah and proceeding about 63 
miles southwest through Bryan, Liberty, 
and Long counties, into Wayne county 
near Jessup. From Jessup, an eight-inch 
line would continue 45 miles southwest 
through Pierce county into Ware to serve 
Waycross. Another 10-inch line would 
branch off about 41 miles to the south- 
east. 


Illinois 


Charge Set on CTA Transfers 
. goceneenn charge of five cents for all 
Chicago Transit Authority passen- 
gers transferring between buses and 
elevated-subway trains was agreed upon 
last month by the CTA board. 
The CTA board also decided to reduce 
the children’s and students’ fare to a flat 
cash charge of 12 cents because many of 
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these riders also will be subject to the 
new five-cent transfer charge. The present 
children’s and students’ fare is 15 cents 
or tokens at 124 cents each. 

Virgil E. Gunlock, CTA chairman, an- 
nounced that the board would take formal 
action to make the new transfer charge 
and the change in the children’s and stt- 
dents’ fares effective July 23rd. 
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Meanwhile, the CTA board postponed 
indefinitely any changes in the present 
25-cent adult fare and other fares pend- 


ing a comprehensive study of the entire 
fare structure for the bus and elevated- 
subway system. 


Michigan 


Construction Program Planned 
| gaara EASTERN Pipe Line Com- 

PANY said recently it plans a $1.5 
million construction program in Michigan 
for marketing locally produced natural 
gas. The program includes two gas proc- 
essing plants and 16 miles of eight-inch 
field gathering lines in St. Clair county. 


Panhandle said it has a sales agreement 
with Consumers Power Company of 
Michigan to deliver up to 15 million cubic 
feet of gas daily during winter months, 
starting this October 15th. The volume 
will increase to 25 million cubic feet daily 
in 1962. Another agreement calls for sales 
of 10 million cubic feet daily to South- 
eastern Michigan Gas Company. 


Mississippi 


Commission Rules in Co-op 
Case 

t fies state public service commission 
made a precedent-setting decision 

recently when it ruled that Mississippi 

Power & Light Company shall “cease 

and desist” expansion of its services into 

newly annexed areas of two towns, Clin- 

ton and Winona. 

The commission’s decision reserves the 
rights of two rural electric power asso- 
ciations already serving the disputed areas 
to continue services which had been per- 


mitted under franchises granted before 
the two cities, Clinton and Winona, ex- 
tended corporate limits. Under the com- 
mission’s unanimous ruling, a precedent 
was set for any future cases where similar 
circumstances appear. 


Immediately affected were Capital 
Electric Power Association, which for 
years served an area just outside Clinton 
recently annexed by that town, and Delta 
Electric Power Association, which has 
similarly served an area adjacent to 
Winona, now incorporated. 


New Mexico 


Reopening Gas Rate Case 

7 state public service commission 

announced recently that a Southern 
Union Gas Company rate case would be 
reopened and additional testimony heard 
by the commission on August 8th in areas 
covered by a ruling handed down in Santa 
Fe district court. 

The chairman of the state commission 
said his agency would not appeal to the 
state supreme court a decision by Judge 
Clyde C. McCulloh that vacated a pre- 


vious order by the commission rejecting 
a rate increase and remanded the case to 
the commission. Additional testimony 
will be given by representatives of the 
gas company and members of the com- 
mission’s staff, the chairman said. 


Southern Union, which serves 32 New 
Mexico cities, applied for rate increases 
two years ago. The hikes amounted to 25 
per cent for residential customers. They 
were put into effect provisionally on Sep- 
tember 1, 1959, and are still in force. 
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Transmission Line Approved 
 esen SERVICE COMPANY OF NEw 
Mexico has been authorized by the 
state commission to build a 105-mile 
transmission line from the Ambrosia 
Lake area to a power plant near Farming- 
ton. The line would tie in with an Arizona 
Public Service Company power plant, 
under construction. The line’s main pur- 
pose is to permit the two utility companies 
to use each other’s reserve capacity. 
The New Mexico company usually car- 


ries its greatest load in the winter months 
and Arizona Public Service has a peak 
summer load, according to testimony by 
D. W. Reeves, president of the New 
Mexico firm, at a hearing conducted by 
the commission recently. 

The line is to be put in next year. The 
power plant is scheduled to start operating 
in 1963. The company will pay $3.4 mil- 
lion for the line and $1.2 million for 
modifications to be required in existing 
service. 


New York 


Power Plant Sought 
i Das State Council of Parks moved 
last month to acquire the old Schoell- 
kopf hydroelectric power plant in Niagara 
Falls. Meeting in the auditorium of the 
Robert Moses power dam at the St. Law- 
rence power project, the council unani- 
mously adopted a resolution to buy the 
partly wrecked power station, service 

buildings, and eleven acres of land. 


In June, 1956, the Schoellkopf plant was 
badly damaged by a landslide that swept 
part of the structure into the Niagara 
river. After it was renovated, the plant 
resumed limited operation. Officials said 
the plant would stop operating this fall 
when the New York State Power Av- 
thority took the entire United States 
share of the Niagara river flow for its 
Niagara power plant. 


Ohio 


Tax Relief Approved 

ee DiSalle has signed into Ohio 

law a bill removing the state utility 
excise tax from wholesale sales of gas 
and electricity. Following the bill’s passage 
by the state legislature, DiSalle asked util- 
ity concerns if they intended to reflect the 
lowered tax charges in lower rates. The 
companies replied that they would cut 


charges to the firms which buy from them 
in the amount of the tax reduction. 

Ohio levies a tax of 3 per cent on the 
gas and electricity distributed by utility 
companies. Heretofore, the tax has been 
collected twice on some amounts of power 
and gas. 

The law does not cover telephone 
and transportation companies. 


Oregon 


the duplicating and competing electric 
system operated within the municipality 
by Pacific Power & Light Company. 

It was the second time within three 
years that voters refused authorization 
of the bond issue. 


Bond Issue Fails 
oe of Springfield recently refused 
by a narrow margin of 39 votes, in 
a special election, to authorize the issu- 
ance of $3.9 million in revenue bonds for 
the municipal electric system to acquire 
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Trends and Topics 


Necessity of Commission Consent for Property 
Transfer to Municipality 

a may acquire property from public utility companies pur- 

suant to agreement or under laws permitting acquisition by con- 
demnation, or the exercise of the right of eminent domain. The question has 
arisen in some cases whether laws or commission regulations requiring com- 
mission consent to the transfer of property by a public utility company apply 
in these cases. A distinction may be drawn between those cases in which a 
voluntary transfer of property is involved and cases in which there is a 
judicial determination in a condemnation proceeding. This distinction is made 
in a recent decision by the Louisiana court of appeals. 


Consent Not Required in Condemnation 


The Louisiana court upheld the right of the city of Thibodaux to ex- 
propriate an electric distribution system owned by Louisiana Power & Light 
Company. It had been contended that approval of the commission was a neces- 
sary condition precedent because of a law relating to the necessity of obtain- 
ing commission approval before extending service into occupied territory, 
which law provided that the term “electric public utility” means any person . 
furnishing electric service. The commission had expressed the opinion that 
the term “any person” would include a municipal corporation. The court did 
not believe that the law and opinions relied upon were applicable where the 
complete electrical facilities and the rights to serve the inhabitants in an an- 
nexed territory were expropriated by a municipality from the owner of the 
facilities and franchise. 

It had been contended that the proposed expropriation was in violation of 
an outstanding order of the commission prohibiting any utility from trans- 
ferring any of its property without first. obtaining commission consent. The 
court said that this order could not possibly pertain to change in ownership 
brought about by the exercise of the right of eminent domain (38 PUR3d 
231). 
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Approval Not Required for Sale 


The Tennessee commission, in passing upon an application for authority to 
transfer property of a water company, noted that the transfer or sale of utility 
property to a municipality does not have to be approved by the commission 
under the state laws, although the sale or transfer to another utility company 
or to anyone other than a nonutility must be approved by the commission 
(38 PUR NS 283). 

The Tennessee commission, in a later case in which it approved the sale of 
facilities by a public utility company to a municipality, said that approval or 
consent of the commission is not a requisite for the sale of such property, 
but that the commission is not prohibited by law from granting its approval 
if it sees fit to do so. The parties had been fully informed as to the commis- 
sion’s lack of jurisdiction, but they had asked for commission approval since 
they had made a contract relating to dismissal of a judicial proceeding relating 
to discriminatory practices and commission approval of the sale would 
facilitate termination of the controversy (50 PUR NS 176). 

The Washington supreme court decided that commission authorization is 
not required for joint acquisition of electric facilities by public utility districts, 
since the applicable statute giving two or more districts power by mutual 
agreement to exercise jointly all powers granted to each individual district 
was intended to place several districts, when acting together to effectuate a 
joint purchase, in the same position in which an individual district would find 
itself in proceeding with a purchase of electric facilities (2 PUR3d 244). 


Approval Required for Sale 


A New York court ruled that commission authorization was required 
before a corporation operating a water utility could sell its property to a 
municipality even though the commission had no jurisdiction over rates or 
service of municipally owned waterworks. The term “corporation” used in a 
statute regulating the sale of utility property by a corporation to any other 
person or “corporation” was held to include a municipal corporation, The 
court said that the provisions of the law requiring the commission consent 
were designed to regulate the disposition of operating properties by utility 
companies, not their acquisition by others. The regulatory power of the com- 

"mission was said to be in respect to the transferor rather than the transferee 
(60 PUR NS 314). 

After the Missouri commission received information that Springfield Gas 
& Electric Company had sold its property to the city of Springfield, an in- 
vestigation was commenced to determine the validity of the transfer. The 
commission decided that the company should show cause why it had disposed 
of its property without obtaining commission approval. Such disposition was 
thought to be void under Missouri laws (58 PUR NS 252). 


Property Not Included in Condemnation 


A proposed voluntary sale or lease by an electric company of facilities not 
covered by a judgment of condemnation rendered in favor of a municipal 


AUGUST 3, 1961 202 





PROGRESS OF REGULATION 


utility district was held by the California commission to be subject to the re- 
quirement that commission authorization be obtained. A district had been 
organized for the purpose of supplying electric energy within the city of 
Sacramento and a surrounding area. Condemnation proceedings had resulted 
in a court decision upholding the district’s right and power to acquire certain 
properties. Subsequently the district and Pacific Gas and Electric Company 
had entered into agreements relating to transfer of title and also relating to 
acquisition of certain additional electric facilities (65 PUR NS 477). 


Possible Federal Power Commission Jurisdiction 


In a rate proceeding before the Federal Power Commission it was con- 
tended that the commission was without jurisdiction because no application 
had been made to the commission for authorization to transfer the facilities 
of the Los Angeles Gas and Electric Corporation, including a rate contract, 
to the city of Los Angeles and that the contract of transfer was void. The 
commission did not decide the question as to necessity for approval but in- 
dicated that consent was required. Although it appeared that electric energy 
purchased from the Los Angeles Gas and Electric Corporation and transmitted 
by Southern Sierras Power Company to Boulder, for use in connection with 
the construction of a dam, did move in interstate commerce and that the 
facilities of the selling company may have been subject to the commission’s 
jurisdiction, such fact was collateral to a consideration of the problem in- 
volved in the rate proceeding (32 PUR NS 193). 





Review of Current Cases 


Apportionment of Independent Telephone Plant to 
Bell-Independent Long-distance Service 


Ox complaint by General Telephone 
Company of Ohio against the Ohio 
Bell Telephone Company, the Ohio com- 
mission determined several disputed is- 
sues respecting the basis of settlement for 
interchanged message toll telephone 
traffic. The ultimate issue concerned the 
methods to be applied in apportioning the 
plant and costs of General in rendering 
joint Bell-Independent (B-I) intrastate 
message toll service. General sought an 
additional $900,000 from Ohio Bell for 
joint intrastate toll service, but the com- 
mission awarded only about $600,000. 
The commission adopted relative min- 
utes of use as a practical and proper 


method of apportioning General’s ex- 
change circuit plant between state B-I 
business and other business. Ohio Bell’s 
proposal to weigh in a mileage factor was 
rejected. While actual or relative use con- 
stitutes a proper and accepted guidepost 
for the apportionment of telephone plant, 
this is not the only criterion. In the mod- 
ern complex of toll service, said the com- 
mission, such factors as necessity or use- 
fulness of plant and related costs cannot 
be totally ignored. 

It was found that General’s interex- 
change circuit plant devoted to state B-I 
business should be apportioned on the 
basis of conversation minute miles in the 
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interest of the orderly development of 
uniform telephone separation procedures 
and by reason of the status of the record 
in this proceeding. The commission ob- 
served that apportionment procedures 
neither preclude reasonable groupings to 
ascertain composite or average costs, nor 
bar the development of costs on a unit-of- 
use basis. 

Sound subscriber rate structures are 
predicated on this basis. 

Digit absorbing equipment, provided 
by General primarily to establish local 
2-5 or 7-digit numbers for the benefit of 
the toll system where five digits or less 
would be adequate for local switching, 
was required to be assigned to “Other 
Toll Dial Switching Equipment—Cate- 
gory 5,” rather than to “Local Dial 
Switching Equipment—Category 6.” Al- 
though the commission recognized the 
technically correct argument of Ohio Bell 
that digit absorption equipment is used 
solely for local exchange service, it 
pointed out, nevertheless, that this equip- 
ment is both necessary and required to be 
used only by reason of the advancements 


in toll service for uniform continental 
numbering and, thus, would appear clearly 
to be assignable to toll service. 


Residual Issues Determined 


The rate base determined in General's 
rate case earlier this year (37 PUR 
321) was adopted as an appropriate 
valuation basis, for the purposes of this 
proceeding, with adjustments for retire. 
ments and additions. Depreciation rates 
constituting a composite depreciation ac- 
crual rate of 4.8 per cent will be employed 
with adjustments, if any, from time to 
time as such accrual rates may be at- 
thorized. A rate of return of 6 per cent 
on General’s plant apportioned to state 
B-I business was adopted as neither un- 
reasonably high nor unreasonably low. 

Consistent with the foregoing de- 
terminations, the commission ordered set- 
tlement arrangements between the two 
companies to be made forthwith, with 
equitable provisions for interest on bal- 
ances due from one to the other. General 
Teleph. Co. of Ohio v Ohio Bell Teleph. 
Co. Case No. 28,946, June 9, 1961. 


Original Cost Preferred Instead of Reproduction Cost 


HE New Jersey commission author- 

ized a water company to increase 
rates to produce a return of 6.2 per cent 
where there was no specific evidence as 
to cost of money or fair rate of return. 
The company had presented evidence as 
to reproduction cost and original cost. 
The commission said it had considered 
the entire record with respect to the item 
of rate base and found that the evidence 
relating to reproduction cost was subject 
to the same defects pointed out in prior 
board and court decisions. Therefore, it 
deemed it fair and reasonable to develop 
a rate base on evidence pertaining to 
original cost. 


AUGUST 3, 1961 


In the calculation of the original cost 
rate base the company had deducted ac- 
cumulated depreciation on property pro- 
vided by customers’ contributions and 
advances. 

The board, however, was of the opinion 
that this adjustment was improper inas- 
much as depreciation is taken upon all 
depreciable property, including contrib 
uted plant. 

Pro forma adjustments reflected the 
annualization of revenues and expenses 
for the test year. The principal items of 
adjustment reflected increases of salaries 
and wages, amortization of rate case ex- 
penses over a five-year period, and :ex 
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penses of installing and maintaining con- 
tinuing property records over a ten-year 
period. These adjustments appeared to be 
reasonable. Re Washington Water Co. 
Docket No. 613-241, June 14, 1961. 


The board made similar rulings -on 
the rate base and the 6.2 per cent return 
allowance in another water rate proceed- 
ing. Re Junction Water Co. Docket No. 
613-240, June 14, 1961. 


No Refund of State Tax Payments 


5 ten Federal Power Commission ruled 
that a gas company which did not 
protest the payment of a state gas-gather- 
ing tax and, consequently, received no 
refund of the tax payments after the tax 
was declared unconstitutional should not 
be required to refund to its customers the 
amount of the payments, even though a 
tax reimbursement rate increase had been 


collected from the customers. The com- 
mission’s purpose in suspending tax re- 
imbursement rate increases involving the 
state tax, it was pointed out, was to pro- 
vide for refunds by the companies to their 
respective purchasers in the event the tax 
was held invalid and refunds were made. 
Re Arkansas Louisiana Gas Co. et al. 
Docket Nos. G-16125 et al. June 6, 1961. 


Gas Pipeline Expansion Projects Certificated but Central 
Wisconsin Lateral Disapproved 


k ie Federal Power Commission, in 
consolidated proceedings, approved 
expansion proposals of Northern Natural 
Gas Company which will increase its sys- 
tem capacity by 174,050 Mcf of natural 
gas per day. They involve additional sales 
to existing customers in Wisconsin, Il- 
linois, Michigan, Iowa, Minnesota, Ne- 
braska, and South Dakota and a sale to 
Michigan Wisconsin Pipe Line Company, 
a new customer of Northern Natural and 
an applicant in these proceedings. 

The main issue as to Northern’s appli- 
cations concerned its ability to deliver gas 
from the Hugoton field. A 12-year supply 
established by the company was found to 
be adequate, assuming that Northern’s 
average Hugoton field well is capable of 
producing at a rate equal to 42 per cent 
of its open flow potential. Certificates 
were issued for all of Northern Natural’s 
proposals. 

The commission agreed with the ex- 
aminer that Michigan Wisconsin should 
be authorized to construct new main-line 


loops and install additional compression 
horsepower, as the company proposed in 
its original application for service to exist- 
ing customers. Pro rata allocations, under 
Michigan Wisconsin’s gas tariff, of the 
additional gas to be purchased from 
Northern and transported through these 
new facilities were approved. 


Inadequate Supply for Lateral Line 


But the commission denied a further 
proposal of Michigan Wisconsin, offered 
as an amendment during the hearing, to 
construct a branch line loop and nearly 50 
miles of 10-inch line, extending from 
Madison to Baraboo, Wisconsin. With 
these facilities, service would be furnished 
to a subsidiary, Milwaukee Gas Light 
Company, and to Wisconsin Power & 
Light Company. This service would en- 
able the latter two companies to serve 24 
new communities, two military installa- 
tions, and a state prison in central Wiscon- 
sin. The cost to Michigan Wisconsin 
would amount to more than $2 million. 
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Michigan Wisconsin failed to show 
adequate supply and economic feasibility 
for the Baraboo lateral. The commission 
indicated that the supplies relied upon 
by the examiner for the service in central 
Wisconsin did not support his findings of 
an adequate third-year supply for either 
Milwaukee Gas or Wisconsin Power. The 
examiner had found that most of the firm 
peak-day requirements of Milwaukee Gas 
in the third year could be obtained by the 
company by taking 102 per cent of its 
maximum daily quantity from Michigan 
Wisconsin. The latter’s overrun pro- 
visions allow a variation of 2 per cent 
either above or below the contract demand 
because of the inability of seller and 
buyer to maintain precise control over the 
rates of flow and the volumes delivered. 

Since precise amounts within 4 per cent 
of the maximum daily quantity cannot be 
guaranteed, said the commission, it would 
be equally reasonable to say that Mil- 
waukee could actually be short of the 
contract quantity on any given day by the 
amount which it claimed as overrun. 
Therefore, Milwaukee could not rely on 
getting precisely 102 per cent of the maxi- 
mum daily quantity. The examiner had 
also relied on interruptible gas in the Mil- 
waukee area. However, the peak-day es- 
timates of the company did not include 
all anticipated conversions to firm service 
by presently interruptible customers of 
Milwaukee Gas. Nor did they include new 
customers needing additional gas. Fur- 
thermore, the firm requirements of the 
Milwaukee area will increase substantially 
within the next two years. The commis- 
sion therefore concluded that, apart from 
some peak shaving gas from existing fa- 
cilities, Milwaukee Gas did not show a 
dependable gas supply for the proposed 
new services. 
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The supply showing of Wisconsin 
Power, the other distributor to be served 
by the Baraboo lateral, was found to be 
subject to the same infirmities as those of 
Milwaukee Gas. 


Economic Infeasibility of Lateral 


Further compelling the commission to 
deny the Baraboo proposal at this time 
was the fact that the economic feasibility 
of the project was not shown. The com- 
mission’s Rules and Regulations require 
that “if enlargement or extension of fa- 
cilities are involved, the cost of service 
attributable solely to the proposed facili- 
ties shall be stated separately with sup- 
porting data.” But the only showing made 
by Michigan Wisconsin with respect to 
the Baraboo lateral was a study indicating 
that it would have a relatively small ef- 
fect on the return of the entire Michigan 
Wisconsin system. The examiner improp- 
erly accepted this showing of system-wide 
effect as sufficient evidence of economic 
feasibility of the proposal. 

In view of Michigan Wisconsin’s usual 
insistence on rigid application of its ten- 
cent formula for short laterals, the com- 
mission indicated that the company must 
also show an acceptable formula for de- 
termining the feasibility of longer laterals. 
Any other holding would be unfair to 
existing and potential customers of 
Michigan Wisconsin and would open the 
door to unlimited discrimination. Noting 
that the proposed central Wisconsin serv- 
ice was greatly desired by the potential 
customers, the commission observed that 
the denial of the project at this time does 
not prejudice a renewal of the proposal 
in a future proceeding. Re Northern Nat. 
Gas Co. et al. Opinion No. 345, Docket 
Nos. G-20570, G-20571, G-18756 et dl. 
June 28, 1961. 
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Rates in Relation to New Construction 


ye Wisconsin commission authorized 
a telephone company to increase rates 
to produce a return of 6.5 per cent rather 
than 6.72 per cent as proposed by the 
company. The company had resulted from 
consolidation of two other companies and 
it intended to rebuild major portions of 
its outside plant. It proposed that the re- 
quested rates be placed into effect when 
75 per cent of the new construction is 
completed. 

The proposed addition and retirement 
units, unit costs, dollar amounts of plant, 
and estimated operating expenses had 
been examined by the commission and 


were found reasonable. The commission, 
however, said that any rate increase pred- 
icated in part upon costs associated with 
future additions to plant should not be 
placed into effect until 90 per cent of the 
plant additions are in service. 

There were two exchanges involved in 
the rate proceeding, and the commission 
said that if the scheduled improvements 
in one exchange reach 90 per cent com- 
pletion before those in the second ex- 
change, it would be reasonable to place 
the higher rates into effect in that ex- 
change. Re Chippewa County Teleph., Inc. 
2-U-5481, May 18, 1961. 


Gas Pipeline Return Allowance Based on Third-year 
Operation despite Low Initial Return 


i iw U. S. appeals court affirmed a 
Federal Power Commission order 
which limited a natural gas pipeline com- 
pany to a rate of return of 64 per cent 
based on third-year operations of a new 
pipeline, even though the actual return 
during the first two years would be only 
49 per cent and 6.07 per cent, respec- 
tively. 

At the time of the certification of the 
new line, the company proposed rates 
which would. produce a return of 7 per 
cent. They were disapproved, and the 
commission indicated that no determina- 
tion as to rate of return would be made 
at that time. The question of the rate of 
return was deferred, and it was made 
clear that the rate schedules would have 
to be satisfactory to the commission. Al- 
though the commission approved the 
company’s financing plan, which con- 
templated a return of 7 per cent, the com- 
mission warned that it did not approve 
7 per cent. The evidence indicated that 
the rate of return for the first two years 
was not required in the procurement of 


financing. Nor was it required to support 
financial commitments. 

Rate schedules based on a 7 per cent 
return were again submitted for filing 
after construction was commenced. They 
were rejected, and the commission de- 
termined that 63 per cent was sufficient. 
Midwestern then sought review, taking 
the position that the rates for the first 
two years were arbitrary and confiscatory, 
that the commission’s order lacked find- 
ings and substantial evidence to support 
it, and that the commission abused its dis- 
cretion in rejecting the proposed rates 
after previously approving the financing 
plan based on such rates. 


Normal Operation Basis 


Midwestern could not expect to charge 
rates during the development period, said 
the court, that would produce revenue in 
an amount which it would be entitled to 
receive when the full capacity of opera- 
tion has been attained. Rates are to yield 
a reasonable return on the value of the 
property used, at the time of its being 
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used, and this rule is applicable where the 
plant facilities are operating at less than 
capacity. This was the situation in this 
case with respect to the first two years. 

The court held that the third-year op- 
eration was a proper basis upon which to 
fix a rate of return for rate-making pur- 
poses. It would be the first full year of 
normal operations. The use of an earlier 
year as a test year would result in ex- 
cessive cost to the consumer, whose pro- 
tection is the primary aim of the Natural 
Gas Act. 

The court found ample evidence to 
support the commission’s order, and it 
was free from error. 


Dissent Notes Rights of Companies 

Judge Brown, concurring specially, 
questioned the usual view that the pri- 
mary aim of the Natural Gas Act is to 
protect the consumer. He declared that 
“Congress was equally concerned with 
the rights, the ownership, and the impera- 
tive requirement for fairness due those 
who own this valuable natural resource, 
those whose ingenuity and_ risk-taking 
captures it for man’s productive use, and 
those who transport it from the wellhead 
to the burner tip.” Midwestern Gas 
Transmission Co. v Federal Power Com- 
mission, No. 18606, June 30, 1961. 


Population Density and Continuity of Development 
Require Expansion of Telephone Exchange Area 


_— a telephone company must offer 
the same service at the same rates 
to all persons similarly situated, said the 


Ohio commission, the charging of higher 
rates outside the base rate area is not dis- 
criminatory if the base rate area is justly 
constituted, encompassing all groups of 
customers to whom base rate area treat- 
ment is due. The general rule is that a 
utility may charge but one rate for a par- 
ticular service, and any discrimination 
between customers as to the rate charged 
for the same service under like conditions 
is improper. 

The commission indicated that there 
are two basic factors—density of devel- 
opment (structural and customer concen- 
tration) and continuity of development— 
to be considered in determining whether 
customers in adjacent areas outside a base 
rate area are so substantially similarly 
situated in comparison with customers 
within the base rate area as to make un- 
lawfully discriminatory any difference in 
rates and charges between them. If both 
reasonably comparable density and rea- 
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sonable continuity of development in fact 
exist in the adjacent area, the company 
must include it in the base rate area. Rate 
discrimination, of course, would otherwise 
result. 

Applying these factors, the commission 
found that The Northern Ohio Telephone 
Company, on complaint by a large num- 
ber of customers, should be required to ex- 
pand its Brunswick exchange rate base area 
to include two of several additional areas 
which more than a thousand customers 
asked to have included. These two areas 
met the commission’s two-factor test; the 
others did not. It was made clear, how- 
ever, that the company has a continuing 
duty to keep itself apprised of future 
developments in the adjacent territory and 
to seek approval for further expansion of 
the base rate area if and when circum- 
stances warrant. 


Irregularity of Boundary 


It was noted that the inclusion of the 
two additional areas in the Brunswick 
exchange base rate area would give it 
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an irregular boundary. But geometric 
consistency, said the commission, must 
always yield in the face of unjust dis- 
crimination in rates between similarly 
situated customers. It is the prerogative 
of management to conform its base rate 
areas to square or regular shapes only 
s0 long as such areas include all territories 


= 


possessing comparably dense and continu- 
ous development. 

The commission found no support for 
the complainants’ charge of inadequate 
service in the Brunswick exchange. 
Brunswick Civic Asso. et al. v Northern 
Ohio Teleph. Co. No. 27,887, June &, 
1961. 


Court Refuses to Disturb Commission Decision 
On Allocation of Area 


( iiien determination by the Indiana 
commission in Re Indiana Telephone 
Corporation (26 PUR3d 568), that a 
certificate of territorial authority should 
be granted notwithstanding objections by 
a co-operative, has been upheld by the 
appellate court of Indiana. The case had 
previously been before the supreme court 
and affirmed in part and reversed in part 
(21 PUR3d 497). 


Rulings on Prior Appeal Control 


The appellate court said that it must 
bear in mind that the decision and rul- 
ings made by the supreme court upon the 
first appeal, settle definitely for the pur- 
poses of the litigation all questions ad- 
judicated. The supreme court’s judgment 
on the former appeal is res judicata 
against the parties of record thereto with 
respect to all matters in issue and de- 
termined therein. A subsequent appeal 


2 


only brings up for review the proceed- 
ings subsequent to the reversal or remand, 
and questions presented on the first ap- 
peal, including jurisdictional questions, 
will not be considered on second appeal. 


Conclusiveness of Commission Decision 


Allocation of a utility service area, 
said the court, is a legislative function. 
The legislature has delegated that func- 
tion to the commission. The general rule 
of law is that the appellate court may not 
weigh the evidence and substitute its dis- 
cretion or judgment for that of the com- 
mission. The court cannot, as a general 
rule, disturb findings of the commission 
where it has conformed with the statutory 
procedural methods and where the com- 
mission’s decision is supported by sub- 
stantial evidence. Daviess-Martin County 
Rural Teleph. Corp. v Indiana Pub. Serv- 
ice Commission et al. 174 NE2d 63. 


Segregation in Railroad Terminal Held Unconstitutional 


—— appeals court, reversing a 
lower court, ruled that orders of the 
Alabama commission, as well as an un- 
derlying state statute, requiring that a 
railroad terminal in Birmingham provide, 
maintain, and mark separate facilities on 
the basis of race are unconstitutional. 
The state may not compel segregation in 


use or maintenance of separate facilities 
where the criterion is race or color. 

A railroad terminal, when in the ex- 
ecution of its public utility function, is 
the instrument by which state policy is 
effectuated, for activity which might 
otherwise be deemed private may become 
state action within the Fourteenth 
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Amendment. Whether it is state policy 
is to be determined by the nature of the 
activity in terms of the governmental 
nature of the function and not the mere 
presence or absence of power in the 
state’s vicarious “agent” to impose crim- 
inal sanctions. 

It is simply beyond the constitutional 
competence of the state, said the court, 
to command that any facility shall be 
labeled as or reserved for the exclusive 
or preferred use of one rather than the 
other of the races. 


Discriminatory Ticket Checking 


The court further held that action of 
city police in demanding to see the tickets 
of Negroes sitting in a terminal waiting 
room marked “Interstate and White In- 
trastate,” in order to verify their inter- 
state status, constituted a denial of equal 
protection since white travelers were not 
subjected to such treatment. It was like- 
wise declared a constitutional violation 
to require Negroes in intrastate travel, 
simply because of color, to prove their 
right to be in the waiting room. 


The intrastate as distinguished from 
interstate status was considered irrele. 
vant. It is too late now, said the court, 
to question the absolute right of Negroes 
engaged in intrastate commerce to be free 
from discrimination by police officers on 
the basis of race. 

The trial court had apparently assumed 
that some specific ordinance or formally 
promulgated policy had to be established 
before the city and its agents could be 
said to be acting under color of office. 
This, said the appellate court, is not the 
test. If city policemen, with the color of 
office which their uniform, badge, display 
of authority, and available arms reflect, 
undertake as policemen to subject persons 
to treatment which denies them a consti- 
tutionally protected right, it is state ac- 
tion. It is state action even though it is 
in excess of actual legal authority or even 
if done without formal authorization. 

In remanding the case to the trial court, 
the appellate court directed the issuance 
of appropriate injunction and declaratory 
orders. Baldwin et al. v Morgan et dl. 
287 F2d 750. 


Full Crew Statute Not Applicable to Short Railroad Lines 


HE New York commission denied a 

complaint by a railroad union against 
the New York, New Haven & Hart- 
ford Railroad Company alleging viola- 
tions of § 54-a of the Railroad Law. This 
so-called Full Crew Law provides that 
no corporation shall run or operate, out- 
side of the yard limits, on any railroad 
of more than 50 miles in length within 
the state, a freight train of more than 
25 cars, unless said train shall be manned 
with a crew of not less than one engineer, 
one fireman, one conductor, and three 
brakemen. Freight train operations 
against which complaint had been made 
were conducted with a five-man crew. 
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Safety of Operation 

The commission concluded that the 
hearing examiner was justified in deny- 
ing a motion of counsel for the complain- 
ant to strike evidence offered by the 
company relating to the safety of opera- 
tions in question. The complaint filed 
with the commission was subject to the 
construction that the complainant placed 
in issue the safety of these operations. 
Although the complainant did not proceed 
upon that theory in presenting proof, 
safety of operations, nevertheless, was 
alleged in an affirmative defense contained 
in the railroad’s answer. 
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The commission said that while it must 
apply the statutory provisions as they 
exist, and may not negate the legislative 
requirement upon constitutional grounds, 
it believed the company was entitled to 
make a record for possible review of that 
question by the courts. Moreover, the 
commission has jurisdiction, under § 
49(2) of the Public Service Law, to re- 
quire an additional brakeman if reason- 
ably required in the interest of safety, 
especially where it is questionable whether 
the Full Crew Statute is applicable. The 
commission concluded that the freight 
train operations complained of were not 
dangerous or unsafe by reason of the use 
of a five-man crew. 


Trackage Limitations 


There remained for determination the 
ultimate question whether the operations 
fell within the purview of § 54-a of the 
Railroad Law. The railroad line over 
which the freight trains operated was 
concededly less than 50 miles in length. 
On the other hand, if other noncontinu- 


e 


ous or unconnected lines of railroad, 
either owned or operated by New Haven 
in the state, were considered along with 
the railroad line over which the opera- 
tions in question were conducted, then 
more than 50 miles of New Haven-owned 
or -operated lines existed in the state. 

The commission said it was constrained 
to reject an interpretation under which 
the existing segments of different railroad 
lines, owned or operated by a railroad 
company within the state, would be added 
together and, if the sum exceeded 50 
miles, the statute would thus be made 
applicable to each segment. The commis- 
sion thought it more reasonable and in 
accord with the legislative meaning to 
construe the phrase referring to 50 miles 
in length as relating to operations on a 
continuous railroad line of over 50 miles 
in length within the state. Under this 
construction the freight operations in 
question did not come within the purview 
of this section of the Railroad Law. 
Sullivan v New York, N. H. & H. R. Co. 
Case 19198, June 13, 1961. 


Commission Declines to Render Advisory Opinion 
On Train Crew Question 


N application by Chicago & North 
Western Railway Company for an 
investigation by the Illinois commission to 
determine and prescribe operating prac- 
tices concerning engine crew requirements 
in suburban service was denied. Repre- 
sentatives of railroad unions had filed mo- 
tions to dismiss for want of jurisdiction, 
stating in substance that this pertained to 
working conditions covered by agree- 
ments between the applicant and its em- 
ployees which were subject to the Rail- 
way Labor Act and was an attempt to 
involve the commission in a purely labor 
dispute. 
The commission, at the outset, stated 


that it has no jurisdiction over purely 
labor disputes and employee management 
relations, referring to its decision in 
Commercial Telephone Workers’ Union 
v Illinois Bell Teleph. Co. (52 PUR 
NS 161). Not only does the state law 
fail to confer such jurisdiction on the 
commission, but in the area of rail- 
road labor it would appear that Congress 
has pre-empted the field by the passage 
of the Railway Labor Act. The commis- 
sion does, however, have jurisdiction over 
issues pertaining to the safety of a utili- 
ty’s plant and equipment if and when 
such matters are properly before it for 
decision. 
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Question of Possible Unsafe Condition 


No one questioned the safety of the 
operations or conditions being presently 
employed. The commission said that if 
the operation with two men in the cab 
was safe, then the commission should not 
be concerned with some other operation 
which would also be safe but not pres- 
ently contemplated. The application stated 
in substance that the existence of a second 
man in the cab of the push-pull train 
might create an unsafe condition but did 
not charge that the second man did or 
would create an unsafe condition. The 
commission said that to allege that some- 
thing may happen is not the same as 


saying that it is likely to happen, 

If the commission were to decide mat- 
ters of safety upon the assumption that 
something might go wrong, causing in- 
jury or damage, all forms of transporta- 
tion would be in jeopardy. There is no 
means of operating a public utility that 
is absolutely safe and that may never go 
wrong. The commission has jurisdiction 
to require every public utility to maintain 
and operate its plant and equipment in a 
safe manner, but the commission should 
not set aside the practice in use, even 
though considered safe, and require a 
different one which in its opinion is also 
safe. Re Chicago & N.W.R. Co. No. 
47097, June 6, 1961. 


Electric Co-operatives Not Protected from 
Municipal Extension into Annexed Area 


“ | ‘HE Idaho supreme court upheld a 


lower court’s denial of preliminary 
injunctions to restrain a municipality 
from extending electric service into an- 
nexed areas where co-operatives were 
providing service. A so-called ‘“antipirat- 
ing law” prohibits a public utility or co- 
operative association from extending or 
rendering electric service directly or in- 
directly to the premises of any person 
already receiving service from another 
public utility or another association or 
to a service location which has been pre- 
viously served by a public utility or co- 
operative association. Provision is made 
for an injunction to restrain violation of 
this law. 

This act had been codified as part of 
the Public Utilities Law, which, in de- 
fining “public utilities,” excludes munici- 
pal corporations. This statute had been 
appended to the Public Utilities Law 
even though it was enacted as a separate 
act and not as an amendment. The co- 
operative associations urged that enact- 
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ment of this law as a separate enactment 
was determinative of a legislative intent 
to use the term “public utilities” in a 
generic sense. The court said this con- 
tention was not supported by cited cases, 
nor was it supported by reason. 

When the language used in a statute 
has a definite, clear meaning and applies 
to a certain case, the courts must give 
effect to that meaning whether or not the 
individuals comprising the legislature 
anticipated the result. If the legislature 
intended to subject municipalities to this 
law it should have done so specifically. 

The evil sought to be remedied, said 
the court, appeared to have been the pirat- 
ing of customers between co-operative 
associations and public utilities subject to 
regulation under the Public Utilities Law. 
The court found nothing to indicate that 
the legislature considered, or intended 
to include, municipal corporations. 

The court concluded that the term 
“public utilities” in this law was to be de- 
fined as it was defined in the Public Utili- 
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ties Law, and the municipality was not 
subject to the statute and the co-opera- 
tives were not entitled to preliminary 
injunction. The court also rejected a 
contention that the co-operatives were 
entitled to a preliminary injunction under 


7 


the general equity power of the courts. 
The record did not support a claim of 
threatened irreparable damage, nor did 
it show any abuse of discretion by the 
lower court. Unity Light & P. Co. et al. v 
City of Burley, 361 P2d 788. 


Railway Express Agency Permitted to Substitute 
Motor Carrier for Discontinued Train Service 


f hee Maine supreme court upheld an 
order of the commission authorizing 
Railway Express Agency, Inc., to provide 
a substitute motor for rail service for the 
handling of express traffic which formerly 
was served by trains of the Maine Cen- 
tral Railroad. The court said that the 
express agency was not requesting any 
change in the authority to express differ- 
ent types of merchandise but to substitute 
highway transportation for rail trans- 
portation when rail transportation was 
no longer possible because the trains had 
been discontinued. This did not constitute 
an inauguration of a new service. 

The record disclosed evidence of pub- 
lic convenience and necessity. For in- 
stance, a lobster shipper considered ex- 
press service the most dependable for his 


e 


type of business; a mail-order grocery 
and perishable food business contended 
that the service met a requirement not 
provided by other carriers; a large indus- 
trial plant using a perishable item in the 
manufacture of its products found this 
express service a necessary adjunct to 
the operation of its business. 

The Railway Express Agency, Inc., by 
substituting the method of transportation, 
said the court, was not in any manner 
encroaching upon the rights of those car- 
riers serving the area, and the express 
company should not be penalized because 
of the loss of an established mode of 
transportation resulting from circum- 
stances over which it had no control. Re 
Railway Express Agency, Inc. 170 A2d 
380. 


Loop Operation of Sight-seeing Boats Is Subject 
To Regulation 


i ben California commission ordered 
the discontinuance of sight-seeing 
operations on San Francisco bay by a 
corporation which had not obtained a 
certificate from the commission. The com- 
pany took the position that the commis- 
sion had no jurisdiction over vessel sight- 
seeing operations which embark from a 
point, traverse California waters or the 
high seas without touching land, and re- 
turn to the point of origin. 

The applicable law provides that no 


corporation shall operate a vessel for the 
transportation of persons or property, for 
compensation, between points in the state 
without obtaining a certificate. It had 
been argued that none of the parties were 
engaged in “transportation” since trans- 
portation means to carry or convey from 
one place to a different place. The com- 
mission concluded that for the purpose of 
regulatory statutes, and particularly the 
law under consideration, “transportation” 
means a “carrying across” without refer- 
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ence to different geographical places of 
origin and termination. 

As to the question of transportation 
“between points in this state” the com- 
‘mission decided that the law did not con- 
tain any language indicating that it dealt 


e 


only with transportation between separate 
geographical places. It is not restricted 
to transportation between “different” 
points or “from one point in this state 
to another.” Re Crowley et al. Decision 
No. 62028, Case No. 6480, May 22, 1961. 


Objectors to Transfer of Operating Permit 
Have Burden of Proof 


: ion Virginia supreme court upheld 
an order of the commission approv- 
ing the transfer of a grandfather certifi- 
cate by a petroleum tank truck carrier. 
Carriers objecting to the transfer insisted 
that there was no evidence before the 
commission that the transfer would serve 
the public convenience and necessity. The 
court said that, to the contrary, the cer- 
tificate owned by the truck carrier fur- 
nished evidence supplied by statute that 
operations under it were justified by 
public convenience and necessity. The 
burden was on the objectors to show, 
for whatever reason they could establish 
by evidence, that the transfer would not 
serve the public convenience and neces- 
sity. The applicable law provides that the 
certificate may be transferred if the com- 


mission finds that the proposed “trans- 
fer,” not the proposed “operation,” will 
serve public convenience and necessity. 
Inherent in the certificate is the legislative 
declaration that it does serve the public 
convenience and necessity in the hands 
of the present owner. 

No one had testified against the trans- 
fer and the commission had found, on 
the evidence before it, that the transfer 
would serve the public convenience and 
necessity. This finding, said the court, 
must be regarded as prima facie just, 
reasonable, and correct, and could not be 
upset in the absence of a showing of 
an abuse of discretion vested in the com- 
mission by statutory and constitutional 
provisions. Petroleum Transit Corp. of 
Virginia v Virginia, 119:SE2d 494. 





Other Recent Rulings 


21683, 


Interim Rates Authorized. Interim 
rates proposed by a telephone company 
for new dial service in two exchanges 
were authorized by the New York com- 
mission subject to appropriate safeguards 
for the ratepayers pending final deter- 
mination as to the propriety of the rates, 
where the dial system had been designed 
for the proposed rates and public demand 
for the new service would not admit of 
the delay requisite to a final rate deter- 
mination. Re Rochester Teleph. Corp. 
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et al. Case May 23, 1961. 

Bond Issue. The New York commis- 
sion authorized Consolidated Edison 
Company of New York, Inc., to issue $50 
million of first and refunding mortgage 
bonds for plant additions, subject to com- 
petitive bidding and final commission ap- 
proval of the sale, and it appeared that 
the issue would result in a debt ratio of 
about 57 per cent exclusive of unearned 


surplus-special. Re Consolidated Edison 











Co. of New York, Inc. Case 21711, May 
23, 1961. 


Prompt Payment Discount. The Ne- 
braska commission approved a 50-cent 
prompt payment discount on monthly 
telephone rates ranging from $5.50 to 
$9.50. Re Northeastern Teleph. Co. Ap- 
plication No. 22827, May 24, 1961. 


Gas Storage Project Conditioned. Pan- 
handle Eastern Pipe Line Company was 
authorized by the Federal Power Com- 
mission to develop an underground stor- 
age, using 6 million Mcf of gas from 
its own supplies which it proposed to ob- 
tain by virtue of its system flexibility 
and varying customer demands, but a 
condition was attached whereby the ex- 
penditure for the development would not 
be allowed as a part of the company’s 
rate base in the event the company could 
not provide the 6 million Mcf of gas. Re 
Panhandle Eastern Pipe Line Co. Docket 
No. G-19461, May 25, 1961. 


Notice of Sale of Property. In a pro- 
ceeding by a telephone company for ap- 
proval of a sale of unused real estate, 
the New Jersey commission denied a 
motion to dismiss made by an objector 
on the ground that the company’s adver- 
tisement of the proposed sale did not 
comport with the commission’s rules of 
practice, where the objector had not re- 
lied on the advertisement and where all 
negotiations by him in the interest of 
purchasing the property were subsequent 
to the cutoff date for bids specified in 
the advertisement. Re New Jersey Bell 
Teleph. Co. Docket No. 613-137, May 
25, 1961. 


Discrimination Must Be Related to 
Transportation. A federal court, affirm- 
ing a judgment in favor. of railroad com- 
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panies in a suit for damages brought by 
warehousemen who alleged discrimination 
resulting from railroad operation of a 
terminal, held that the Interstate Com- 
merce Act penalizes a carrier for dis- 
crimination only with respect to trans- 
portation and that the plaintiffs must 
show that they were injured by unlawful 
discrimination “in relation to transporta- 
tion.” Shaw Warehouse Co. et al. v 
Southern R. Co. et al. 288 F2d 759. 


Telephone Directory Omissions. The 
court of appeal of Louisiana held that 
a trial court properly exercised its discre- 
tion in awarding damages to a business 
subscriber for a telephone company’s 
breach of contract in erroneously failing 
to list the business name of the subscriber 
in the white pages of the telephone di- 
rectory just as it appeared in the classified 
section where the pecuniary damages 
emanating therefrom were extremely diffi- 
cult to establish. Scheinuk the Florist, 
Inc. v Southern Bell Teleph. & Teleg. 
Co. 128 SO2d 683. 


Appeal Filed Too Late. The Ohio su- 
preme court dismissed an appeal from a 
commission order on the ground that it 
had not been filed within the time pre- 
scribed by law, where an application for 
rehearing had not been denied within the 
twenty days fixed by law and therefore 
was denied “by operation of law,” with 
the result that a supplemental order is- 
sued later was ineffective. Pennsylvania 
R. Co. et al. v Ohio Pub. Utilities Com- 
mission, 174 NE2d 102. 


Fire Protection Rates. The Wisconsin 
commission deemed it reasonable to estab- 
lish a fixed charge per residence for public 
fire protection service in a new real estate 
subdivision containing homes having a 
fairly uniform price range until such time 
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as a normal saturation of homes is 
reached, at which time the company’s 
entire revenue requirement and rate struc- 
ture would be reviewed. Re Pleasant Park 
Utility Co., Inc. 2-U-5541, May 1, 1961. 


Return for Muznicipal Water Plant. 
The Wisconsin commission authorized a 
municipal water plant to increase rates to 
a level calculated to yield a return of 5.7 
per cent on a net book value rate base. 
Re Village of North Freedom, 2-U-5538, 
May 9, 1961. 


Extended-area Telephone Service. The 
Illinois commission ordered the Illinois 
Bell Telephone Company to establish ex- 
tended-area service from one exchange to 
the exchanges of certain other communi- 
ties where the community of interest 
demonstrated by the volume of calling 
between the exchanges involved justified 
their inclusion within the flat-rate calling 
area of the other exchanges. Parke et al. 
v Illinois Bell Teleph. Co. No. 47544, 
May 16, 1961. 


Carrier Competition. The Massachu- 
setts commission authorized competing 
motor carrier service despite its policy 
to preserve a carrier’s territory without 
harmful competition from other carriers 
where the new service was superior to 
the existing service and was required by 
public convenience and necessity. Re 
Plymouth & Brockton Street R. Co. 
DPU 13419, May 19, 1961. 


Telephone Connection with Mutual 
Company. The Missouri commission au- 
thorized a regulated telephone company 
to connect at a point in its exchange area 
with the switchboard of a mutual com- 
pany and to serve patrons of the latter 


where both the company and the mutual 
desired the connection, but in doing so 
the commission noted that it may not 
order a regulated utility to connect with 
a mutual company against its will. Stutler 
v Milan Teleph. Co. et al. Case No. 
14,623, May 22, 1961. 


Multiparty Telephone Service. The 
New Jersey commission authorized a 
telephone company to discontinue the of- 
fering of new four-party residence service 
in recognition of the fact that such serv- 
ice no longer adequately meets the sub- 
scribers’ requirements and is, therefore, 
becoming increasingly obsolete. Re New 
Jersey Bell Teleph. Co. Docket No. 615- 
373, May 25, 1961. 


Rate-making Unit. The New Jersey 
commission, in a sewer rate case, held 
that where operations are conducted by 
separate corporations, although affiliated, 
there is no justification in law or fact for 
treating the companies on a combined 
basis for rate-making purposes. Re Ocean 
City Sewer Service Co. Docket No. 6012- 
907, May 25, 1961. 


Electric Rate Increase. The Wisconsin 
commission authorized an electric com- 
pany to increase rates to a level calcu- 
lated to yield a return of 6.15 per cent 
after finding that the return of 4.5 per 
cent under the company’s existing rates 
was inadequate. Re Wisconsin Michigan 
Power Co. 2-U-5403, May 26, 1961. 


Donations Allowed. In ruling on a 
rate increase for a small gas company, 
the Ohio commission allowed an expense 
claim for donations. Re Racine Gas & 
Service Co. Case No. 29,815, June 13, 
1961. 
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NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Progress in the Regulation, Services, Facilities and Safety of Operation of Public 
Utilities; Valuation; Depreciation; Rates of Transportation Agencies; Study of Rail- 
road Problems; Discussions on the subjects of "Duties and Responsibilities a a Public 
Utilities Commissioner"; “Natural Gas Rate Problems"; "The Role of Communica- 
tions in Civil Defense"; "Outlook for Railroad Consolidations and Mergers"; and 
"Current Problems in the Regulation of Air Carriers." This volume contains a com- 
plete transcript of the addresses and committee reports of the 1960 Las Vegas 
meeting. The book is printed and bound in regular book cover. 


Price $10.00 — Approximately 500 pages 
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1957—Uniform System of Accounts for Water Utilities 

Class A & B—128 pages 

Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.50 
Class C—100 pages 

Accounts for utilities having annual water operating revenues of $50,000 or more but 

less than $250,000 3.50 
Class D—64 pages 

Accounts for utilities having annual water operating revenues of less than $50,000 .. 2.00 


1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 
Accounts for utilities having annual electric operating revenues of $1,000,000 or more 
Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 
but less than $1,000,000 
Class D—59 pages 


Accounts for utilities having annual electric operating revenues of less than $150,000 


1958—Uniform System of Accounts for Gas Utilities 

Class A & B—212 pages 

Accounts for utilities having annual gas operating revenues of $1,000,000 or more .. 4.50 
Class C—130 pages 

Accounts for utilities having annual gas operating revenues of $150,000 or more but 

less than $1,000,000 3.50 
Class D—60 pages 

Accounts for utilities having annual gas operating revenues of less than $150,000 .. 2.00 


1958—Regulations Governing the Preservation of Records of Electric, 
Gas and Water Utilities 1.00 


1957—Telephone Separations Manual (Revised October, 1957) 


Depreciation: 
1943-1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation on public utility regulation 
1946—Metheds of Pricing Retirements from Group Property Accounts 
1948—Half Cycle Methods of Estimating Service Life 
1948—Letter Symbols for Mathematics of Depreciation 
1960—Report of Committee on Depreciation 


(When remittance accompanies order, we pay forwarding charges) 
NATIONAL ASSOCIATION OF RAILROAD AND 
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P, O. Box 684 Washington 4, D. C. 
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Industrial Progress 











$720,000,000 Program Planned 
By Commonwealth Edison 


COMMONWEALTH Edison Com- 


pany’s construction expenditures for 
the five-year period, 1961-1965, are 


estimated at $720,000,000, Willis 
Gale, Chairman, announced recently. 

Largely because of greater use of 
its interconnections with other utility 
companies, Commonwealth Edison 
has been able to defer part of the con- 
struction originally planned for the 
four years through 1964. 

“Previously we had planned to 
spend $640,000,000 during the four 
years through 1964,” said Mr. Gale. 
“Our revised program now contem- 
plates a reduction, by deferment, to 
$570,000,000. However, because of 
the deferment we have added an 
estimate for 1965. The revised esti- 
mates are $155,000,000 for 1961, 
$140,000,000 for 1962, $130,000,000 
for 1963, $145,000,000 for 1964 and 
$150,000,000 for 1965, a total of 
$720,000,000. 

“Our transmission line intercon- 
nections with other systems are be- 
coming increasingly valuable in the 
economic planning of generating 
additions. For example, our existing 
345,000 volt interconnection with 
American Electric Power made it 
possible for us to arrange for a firm 
purchase of 300,000 kilowatts from 
that system for the summer of 1964. 
This assured supply allows us to 
defer the completion of one 560,000- 
kilowatt generating unit from 1964 to 
1965. Also, we have assumed that we 
will be able to defer a second one of 
the same size from 1965 to 1966.” 


Mr. Gale said that Commonwealth 
now has under construction or on 
order five generating units aggregat- 
ing 2,240,000 kilowatts scheduled for 
service between 1962 and 1966. 


Under this program, which is sub- 


16 


bite ie Wa 





ject to continuous review and modi- 
fication, the utility’s present net 
generating capability of 5,511,000 
kilowatts would be increased to 
7,606,000 kilowatts after allowance 


for retirement of old equipment. 


McGarry Elected President of 
United States Concrete Pipe 


William R. McGarry has been 
elected president of United States 
Concrete Pipe Company, subsidiary 
of Pittsburgh Coke & Chemical Com- 
pany, it was announced recently. He 
succeeds the late Robert M. Moore. 

Mr. McGarry was formerly vice 
president and general manager of the 
company, which manufactures con- 
crete pipe and vitrified clay pipe at 
ten locations in the eastern United 
States from Michigan to Florida. 


Duke Power Completes 
Plant Allen 


PLANT Allen, the largest investor- 
owned electric power plant in the 
Southeast, is now completed. 

The fifth and final turbine is on 
the line, providing an additional 
275,000 kilowatts of electric power to 
the Duke Power Company system and 
bringing the total nameplate capacity 
at Allen to 1,155,000 kilowatts. 


With the activation of this newest 
turbine, annual kilowatt-hour output 
from the plant has been raised to 
about 6} billion kilowatt hours, al- 
most the entire Duke system’s produc- 
tion in 1950. The cost of the now 
completed plant is in excess of $120 
million. 

Allen Plant (located near Belmont, 
North Carolina) is the second largest 
investor-owned steam plant in the 
United States. The largest plant, with 
a capacity of 1,304,000 kilowatts, is 


Clifty Creek on the Ohi 
Madison, Indiana, aid i 
the Indiana-Kentuck: 

Named for the late ‘ie 
Allen, native North << 
long time associate ii 
terests, Plant Allen ha- seve 
features. One of thes« 
canal used to return water fro 
Catawba river after utilization 
plant’s condensers. The plant 
nearly 600,000 gallons of this ¢ 
water per minute. 

The units at Allen are r 
reheat-type and operate with 
at 2,400 pounds pressure and | 
F.. temperature. In the reheat 
steam is heated to 1,(50° and 
a portion of the way throug 
turbine, returned to the boile 
reheated to 1,000°, then return 
use through the remaining stag 
the turbine. 


New Philco 2400 Brochu 


Available on Request 


PHILCO Corporation’s Com 
Division has published a color 
chure on the new Philco 240 
company’s latest data handling 
tem. 

The brochure descri 
some of the outstand: 
the Philco 2400. It 
2400’s ability to lowe 
crease productive time 
2000 series of electron 
cessing systems. Accc"di 
Nisbet, the Division’s ": 
ager, the Philco 2400 « 
in Total Systems Plari 
ness, science and gove 

For copies of the 
any other information - 


points w 


puters, write the Mar’ eting De 


ment, NP, Computer J vision, 
Corporation, 3900 We *! 

low Grove, Pa. 
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STRIAL PROGRESS—-( Continued) 


. se Awarded Static Inverter Contract 


y °ublic Service Electric & Gas 
Service Electric and Gas Company of 
has awarded the Westinghouse Electric 
. contract to furnish an 11-KVA static 
he utility’s automated steam power unit 
struction at Sewaren, New Jersey. The 
zing silicon Trinistors as switching ele- 
e built by the Industrial Electronics De- 
Westinghouse at its plant in Baltimore, 


new concept in emergency power system 
Westinghouse inverter will continuously 
‘le power to such vital loads as boiler 
n and combustion control equipment. 
‘ion power be interrupted, these loads are 
since the inverter draws its energy from 
taiion batteries kept under constant charge. 
will also serve as an emergency source of 
iart drives and instrumentation. 
ccording to Westinghouse, this is the first known 
ication of a semi-conductor static inverter to this 
cular need of the electronic utilities. 


Kulian Corp. to Serve as Consultant 
To West Pakistan Project 


: Kuljian Corporation, Philadelphia engineers and 
tructors, has been selected as consultant to The 
er and Power Development Authority of West 
istan to provide complete engineering services for 
ew multi-million dollar electric power station at 
ta, it was announced by Arthur H. Kuljian, vice 
ident of the international firm. 
e new power facility, part of West Pakistan’s 
-range economic development program, will create 
ric energy to provide irrigation for vast areas of 
ntly unproductive land in the Quetta region; to 
ase the output of coal mines which are only partly 
pited; and to supply power to new industries 
ned for the region. 
e initial capacity of the station, to be known as 
Juetta Thermal power station, is 15,000 kilowatts. 
project includes outside coal storage, ash handling 
cooling tower facilities. 
Ian has been assigned the site investigation and 
bility report, design, engineering, procurement, 
truction supervision, acceptance test conductance 
initial 0}. eration of the electric power project which 
proximately $7,500,000. 


Aluminum to Build New-type 


vers for Appalachian Power 
‘T for 420 new-type aluminum towers to 
> construction of a 122-mile, 345,000-volt 
‘ transmission line has been awarded to 
‘‘uminum & Chemical Corporation, it was 
ently by the American Electric Power 
ration. 
e, designed and engineered by the AEP 
ration, will be built, owned and operated 
in_ Power Company of the American 
‘r System. It will extend from the com- 
ha river plant near Charleston, W. Va., 
new substation near Roanoke, Va. 
‘ign ol che towers is unique, and the first time 
yed in ‘ye United States for such a super-high- 
(Continued on page 18) 





BENCH 
MARKS 
FOR PUBLIC 
RELATIONS? 


The lack of “yes” or “no” answers in measuring 
public relations results makes it hard to evaluate 
the effectiveness of this important work. Often, 
Commonwealth’s public relations consultants can 
help establish bench marks for measuring and 
guiding company plans and programs. 

For your present or future public relations activi- 
ties; our specialists are. available to help design 
programs or review proposed plans involving: 
Advertising and Publicity Government Relations 
Community Relations Stockholder Relations 

Customer and Dealer Relations 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 
Management Consultants Professional Engineers 


A Pew York,N. Y. Jackson, Michigan 


‘ : 
Ss Houston, Texas Washington, D.C.) Af 








voltage line. They will be V-shaped, 
will require only a single foundation, 
and will be guyed by four wire an- 
chors. 


Nuclear Data System Bulletin 
Available from MSI 


NEW Nuclear Data System Bulletin 
101, 4 pages, 2-colors, gives standard 
design specifications and application 
information on 3600-point High-speed 
Automatic Monitor (HAM) system 
for ultra-reliable control of nuclear 
reactors. 

For free copy, write Monitor Sys- 
tems, Inc., a subsidiary of Epsco, 
Inc., Dept. 16, Fort Washington In- 
dustrial Park, Fort Washington, 
Pennsylvania. 


Allis-Chalmers Awarded Design 
Contract For Swedish BWR 


Power Plant 


A CONTRACT to perform design 
studies for a 56,000-kw boiling wa- 
ter nuclear power plant has been 
awarded to Allis-Chalmers by Aktie- 
bolaget Atomkraftverk, a_ utility 
group in southern Sweden. Included 
in the contract is the preliminary de- 
sign work for the proposed plant, 
which would be built at Simpevarp, 
Sweden. 

Studies will be based on the in- 
stallation of a direct-cycle, natural- 
circulation reactor rated 173 mw 
(thermal). Using ceramic uranium 
dioxide pellets (low enrichment), the 
reactor would deliver dry, saturated 
steam at 1250 psig, 574 F directly to 
the turbine. 

Allis-Chalmers previously designed, 
fabricated and installed a 30,000-kwt 
high flux research reactor for Aktie- 
bolaget Atomenergi at Studsvik, 
Sweden. This water cooled and mod- 
erated reactor is being used for ma- 
terial testing, fuel development and 
nuclear research. 


A. E. P. and S&C Conduct 
Interrupting Tests on 138-KV 
Circuit Switcher 


RECENTLY completed tests, jointly 
conducted by American Electric Pow- 
er Service Corporation and S & C 
Electric Company, demonstrated the 
ability of S & C type “G” circuit 
switchers to interrupt fault currents 
within 5} cycles, de-energize 125 
miles of 138-kv line without restrik- 
ing, and interrupt 130 mva in a 
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138-kv loop circuit without causing 
incorrect operation of carrier ground 
relays. 

The “circuit switcher” superficially 
resembles an ordinary gang-operated 
airbreak disconnect but has totally 
enclosed interrupters which operate 
integrally with the disconnect blades. 
Double gap type “G” interrupter 
units were used for line dropping 
and loop switching tests; single gap 
type “G” units for fault tests. 

All tests were conducted on the 
effectively grounded 138-kv system 
connected to Clinch river Plant of 
Appalachian Power Company. Six- 
teen line-to-ground faults, in excess 
of 2,000 amperes, were applied to the 
same pole. On the final test the 
switch successfully interrupted 5,950 
amperes with an arcing time of 1.1 
cycles after clearing an aggregate of 
4,200 amperes on previous tests. Re- 
covery voltage frequencies up to 
1,600 cycles were recorded. 

According to the manufacturer, 
additional tests will have to be con- 
ducted to establish other maximum 
fault interrupting capabilities where 
more severe recovery voltage fre- 
quencies are encountered, such as in- 
terrupting on the primary of a trans- 
former faulted on the secondary. 


Ikalowych Joins Commonwealth 
Services Inc. 


JERRY IKALOWYCH has joined 
the Industrial Relations Department 
of Commonwealth Services Inc., as 
a consultant on personnel and other 
industrial relations matters, accord- 
ing to W. B. Tippy, president of the 
management and engineering consult- 
ing firm. 

Mr. Ikalowych was formerly with 
Terry-Phone Corporation, where he 
was responsible for analyzing client’s 
internal communications systems and 
problems. 


G-E Installs Utility Industry's 
First Remote-Controlled 
Supervisory System Units 


THE utility industry’s first solid- 
state supervisory systems have been 
installed at Western Massachusetts 
Electric Company by General Elec- 
tric’s Medium Voltage Switchgear 
Department, Philadelphia, according 
to an announcement by G-E. 
Installation of two solid-state sys- 
tems herald completely automatic 
power transmission for the entire 
Pittsfield, Massachusetts area. Re- 














mote operation of three subs 
will be accomplished wi 
master control unit located , 
substation in Pittsfield, Mass 

Installation of the transi 
equipment offers subs: antially 
maintenance costs anc impro 
liability over convention 
ory equipment, said D: »artmen 
eral Manager, Forres: EF. Ba 

With Doreen as a 
one supervisory syste 
mote equipment at Si! 
trally located in the 
field. 

A second major st 
tem involves remote 
at Woodland Road and ! 
tion of the giant expe 
project located a few 
Pittsfield. — 

Western Massachu 
Company dispatches a! 
EHV, and a 115 kv line conng 
Doreen and Woodland Road ist 
for the feed. The Woodland 
Substation is the southern te 
of the EHV project. 

In keeping with the researc 
development aspects of EHV, 
of Solid-state supervisory equip 
was the economical and logical 
tion for control of power from 
een to Project EHV’s North 
station and Woodland Road, 
the G-E announcement. 
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New Bulletin Describes Ame 
Demand Pressure Booster $ 


DETAILS of the American iq 
ment-type Demand Pressure Ba 
for pounds-to-pounds service, at 
lined in new Bulletin 417, jus 
lished by American Meter Conf 

Designed as an instrument ope 
regulating system, the Pr 
Booster will automatically and ci 

























uously increase or decrease thed th 
stream pressure in proportion i fe 
demand to maintain a desired | ti 
mum constant pressure at a lov Ci 
in the distribution system. Bi b 
417 describes how ths featur s 
duces unaccounted-for gas los 4 






optimu 
yperation 
' descrip 
tions até 


a minimum and assuri 
ficiency of the system 
stallation diagrams at 
of various system insta’ 
included in the Bulletin 
Copies of Bulletin 

able by writing to A 
partment, American Mi ‘ 
920 Payne avenue, Er’: 6, 

(Continued on page 20) 
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l ical Business Scores Again! On this, our Twentieth Anniversary, we salute 

th energy and foresight of thousands of businessmen and executives in every part of the land 

fc their continuing support of the Payroll Savings Plan for U.S. Savings Bonds. For twenty years, 

ti y have seen the Payroll Savings Plan pay off in more local buying power. They’ve seen it help 

c; ate more efficient and confident employees. They’ve seen it as a hard-to-beat employee 

b efit program. They’ve seen it improve labor relations and cut employee turnover. They’ve 

Ss: nit strengthen the economic sinews of the nation. 

H y¥ about you? Why not install this plan now or learn the many ways to improve participation 
in your existing plan. Send for complete brochure. Call your 
State Savings Bonds Director or write: U.S. Savings Bonds 
Division, Treasury Department, Washington 25, D.C. 


U.S. SAVINGS BONDS 


20 Years of Service to America 


Public Utilities Fortnightly 


ment does not pay for this advertisement. The Treasury Department thanks, for their patriotism, The Advertising Council and the donor. 











WHAT'S IN 
A TITLE! 


Executives of local utilities 
frequently are assigned respon- 
sibility for management in sev- 
eral diverse areas of operations. 
Are you faced with this problem 
of wearing several hats at one 


time? 


“Community 
Relations 


If so, you and your associates 
will be glad to learn that you 
can obtain a basic understand- 
ing of the non-technical aspects 
of utility operations. 


Write today for information 
about the P.U.R. Guide. Join 
over 240 other gas, electric, 
water and telephone utilities 
which have participated in this 
program, created specifically 
for you. 


ON 
The @-318 8 Guid 
Ny ulde 


332 Pennsylvania Bldg. 
Washington 4, D. C. 
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Consolidated Edison Places 
Largest Switchgear Order 
| Since World War Il 
LARGEST §station-type switchgear 
order since World War II for a 27- 
ky distribution system has been placed 
_with the General Electric Company 
| by Consolidated Edison of New 
York. 
| The installation includes: 12 bus 
' and transformer breaker cubicles, 
with 3,000-ampere Type ARH. air- 
blast circuit breakers, associated dis- 
connecting switches and bus; twenty- 
four feeder cubicles with 1,200 am- 
pere Type ARH. air-blast circuit 
breakers, disconnecting switches and 
bus; and a light-and-power breaker 
cubicle for station service. 

Four power transformers, rated 
132/28 kv, will feed four bus sections 
which will be enclosed in indoor cu- 
bicles rated 34.5 kv. 

Metropolitan and suburban Long 
Island will be served by the new 
equipment now being manufactured 
by General Electric’s High Voltage 
Switchgear Department, Philadel- 
phia, Pa. 

O. B. Falls, Jr., marketing manag- 
er for the department, said the equip- 
ment will combine many _ breaker, 
switching and bus functions into a 
co-ordinated compact design, saving 
maximum space and installation ex- 
pense for Consolidated Edison. 

Shipment of the equipment will be- 
gin in June, 1962 and_ continue 
through October, 1962 when the or- 
der will be completed. 


American Gas Association 
| Names 5 Judges For 5th 
| Annual Public Relations Contest 


| FIVE leaders in public relations and 
publishing have been named judges 
| in the fifth annual Public Relations 
| Achievement Awards contest of the 
| American Gas Association. 
| The gas industry’s outstanding 
| public relations programs will be se- 
| lected by H. B. Miller, president, 
| Public Relations Society of America, 
and director of public relations, Pan 
American World Airways; Kennerly 
Woody, vice president, New York 
Telephone Co.; J. Edward Drew, di- 
rector of public relations, Lever 
Brothers; Earl C. Sandmeyer, pub- 
lisher, Utility Spotlight, and vice 
president, Chemical Bank New York 
Trust Co.; and A. E. Coburn, editor, 
Gas Heat and Comfort Cooling. 
Awards wil be made at the A.G.A. 





annual convention to be held jy 
las, October 1-4. 

Previous winners fo top ach 
ment in gas industry p»blic relg 
have been Southern ( ilifornia 
Company, Los Angeles: Quebec 
ural Gas  Corporatic:, Mong 
Michigan Consolidated | jas Com 
Detroit, and Minneap. is Gas 
pany, Minneapolis. 


Motion Picture /‘ased 9 
Yankee Atomic F ant W; 
Award 


A group of Italy’s toy 
tists have awarded a n 
motion picture based 1 Ney 
land’s first nuclear po ver plant} 
Yankee Atomic Electr’ Compar 
Rowe, Mass. 

The film, “Pioneering with 
er,” won the “international prizg 
high industrial value” «t the S 
International Film Festival spon 
by the Rassegna Nucleare in Rf 
The group meets annually to re 
documents, films and other mate 
dealing with atomic energy. 


uclear s 
\Or prize 


The film project was sponsor 
Yankee Atomic Electric Com 
representing 10 New England 
ities, with Stone & Webster Engi 
ing Corporation and Westingh 
Electric Corporation, veteran de 
ers and builders of nuclear facil 
Bay State Film Productions, Ine 
Springfield, Mass., produced the 
minute sound-and-color film. 

Word of the award was tél 
to Stone & Webster, which s 
vised construction of the Ya 
plant, via the company’s repre 
ative in Paris, who arranged 
showing. Professor I*clice Ipp 
Secretary General of Italy's Nat 
Committee for Nuclear [nergy, 
parable to the U. S. Atomic En 
Commission, reported the awatl 
Rome. 

F. W. Argue, president of Sto 


scientific and industria! ‘roupsit 
eral European countri:s, as We 
in the United States. 
The Yankee plant, 
at its full capacity of 140,000 
watts, is located on the reerfield 
in northwestern Massa. ‘iusetts. 
struction of the facil y was! 
pleted in 1960, ahead «’ schedd 
a cost about $13 milli: 1 below 
mates. : 


WwW Of per 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, accountants, rate ex- 
perts, consultants, and others equipped to serve utilities in all 
matters relating to rate questions, appraisals, valuations, special 
reports, investigations, financing, design, and construction. 








AMERICAN 
SUPPORTABLE EVIDENCE iN-5-)-9NINE 

For whatever purpose, American Appraisal provides COMPANY 

authoritative valuations and experienced interpretation ke ed) 


that is generally acceptable throughout the world. Home Office: 525 E. MICHIGAN ST. 
MILWAUKEE 1, WISCONSIN . 








=] od ag) Bote) ie). 7 - Vale), 
gecHTet Engineers and Builders for /ndustry 


ENGINEERING - CONSTRUCTION - MANAGEMENT 
Studies + Reports » Design » Procurement 
SAN FRANCISCO :- Los Angeles - New York + Houston 





BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


80 Pine Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 








BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 


Engineering and Design @ Research and Development @ Construction @ 
Electric, Steam and Hydro Plants @ Aeronautical and Missile 


oe Facilities @ Surveys @ Nuclear, Chemical and Industrial Plants @ 
BURNS ano ROE Transmission @ Distribution @ Reports 
Mt 160 WEST BROADWAY, NEW YORK 13, NEW YORK 


Washington, D, C. e Hempstead, L. |. e Santa Monica, Calif. 








SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y.. MUrray Hill 8-1800 
Commonwealth 1 Main St., Houston 2, Texas, CApital 2-9171 


1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC, Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 
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DAMES & MOORE 
Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo 
geological, and geophysical investigations for pipeline and transmission line routes. Geological- 


geophysical-soil mechanics investigations for recovery and use of marginal land, and for dam 
design and construction. 


ATLANTA CHICAGO HONOLULU HOUSTON LOS ANGELES 
NEW YORK PORTLAND SALT LAKE CITY SAN FRANCISCO SEATTLE 











DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











- Design 

- Eng neering 

- Construction 
DRAKE & TOWNSEND 


Incorporated 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 


EMPIRE GAS peak shaving 


and stand-by 


pisnts for 
ENGINEERING CO. , amt te 
P.O. Box 1738. + industry 


+ design 
Atlanta 1. Georgia + construction 





$2 Ford, Bacon & Davis 


BaD VALUATION Fn inecrs CONSTRUCTION 
REPORTS Gg RATE CASES 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 








FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Notural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 








Francisco & JAcosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New York WESTBURY CLEVELAND TUCSON 











Mention the FortNIGHTLY—It identifies vour inquiry 
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GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1,N. Y. 














GILBERT ASSOCIATES, INC. 


GA ENGINEERS and CONSULTANTS 
525 LANCASTER AVE. 
READING, PA. 


FOUNDED 1906 
WASHINGTON + NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


58 Liberty Street New York 5, N. ¥. 








HARZA ENGINEERING COMPANY 
prin j 


E. 
(4 6 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 


‘5 











JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues. Regulatory and Accounting Requirements 





Michigan Theatre Building Ann Arvor, Michigan NOrmandy 8-7778 


Soe huljian loyoralion 
De GINEERS 'e SONS TRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS- ~-DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 
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~ SURVEYS « "SYSTEM ANALYSIS « VALUATIONS . 


CHAS. 1 MAIN, ™~, DESIGN AND CONSTRUCTION MANAGEMENT 


BOSTON, MASSACHUSETTS THERMAL AND HYDRO- ELECTRIC PLANTS - 
CHARLOTTE, NO. CAROLINA . POWER TRANSMISSION AND DISTRIBUTION 





Pioneer Serviee gaat Co. 


PUBLIC UTILITY SPECIALISTS IN 
CONSULTING & ACCOUNTING, FINANCING, 
DESIGN ENGINEERS \3\ : RATES AND DEPRECIATION 


231 SOUTH LA SALLE ST. CHICAGO 4 











—— 
Special Operating Studies 


Pina et ai mn | iI f coe He, 


Reports for Financin 
‘ tad consulting engineers with a business viewpoint 
Economic Studies 

1025 Connecticut Ave., N.W., Washington 6, D.C. 


Regulatory Representation 
67 Broadway, New York 6, N.Y. 





CONSTRUCTION » REPORTS 
SURVEYS 


NEW YORK NEW YORK 


SANDERSON & PORTER 
S«P 
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SARGENT & LUNDY 
ENGINEERS 
Consultants to the Power Industry 


@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


ST 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies © Property Records 
345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











STONE & WEBSTER 
ENGINEERING CORPORATION 


DESIGN «+ CONSTRUCTION + APPRAISALS « EXAMINATIONS 
REPORTS «+ CONSULTING ENGINEERING 


NEW YORK, 90 Broad Street BOSTON, 49 Federal Street 
Chicago Houston San Francisco Los Angeles Seattle Toronto Calgary 
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UNITED ENGINEERS 


& Constructors Inc. e U.E.&C. (Canada) Ltd. 
New York e Philadelphia e Chicago 


Designers, construction engineers, and engineering consultants 








Whitman, Requardt and Associates 


Puplishers of the HANDY-WHITMAN INDEX 
DESIGN—SUPERVISION 


OF PUBLIC UTILITY CONSTRUCTION COSTS, 


now in its 35th year and a companion publication the 


REPORTS—VALUATIONS 


| 1304 ST PAUL 


HANDY-WHITMAN INDEX OF WATER UTILITY 


CONSTRUCTION COSTS 
BALTIMORE 2, MARYLAND 








BURNS & McDONNELL 


Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 


Kansas City 41, Missouri 


Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


TECHNICAL PURLICATIONS 
BOSTON — WASHINGTON — NEW YORK 











EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electrie Building Indianapolis, Ind. 





MINER AND MINER 


CONSULTING ENGINEERS 
INCORPORATED 
GREELEY, COLORADO 


Littleton, Colorado 
Tucson, Arizona Phoenix, Arizona 














COFFIN & RICHARDSON, INC. 
CONSULTING ENGINEERS 
Appraisals and Valuations For Regulatory, 
Tax, and Other Purposes 
Rate Case Preparation—Cost of Service Studies 


Original Cost and Depreciation Studies 
Rate Design 


68 Devonshire St., Boston 9, Massachusetts 








A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE. CHICAGO, HA, 
Los Angeles 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


for the GAS INDUSTRY 
CONSOLIDATED 
GAS anpb SERVICE CO. 


327 So. LaSalle St., Chicago 4, UL 








SVERDRUP & PARCEL 


Engineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St Louis ° San Francisco ° Washington 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGIPMEERS 


Investigatione—Reperte—Aporaisale 
Original Cost and Depreciation Studies 
Rate Apalysee—ineuranee Surveys 


HARRISBURG, PENNSYLVANIA 














A, W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portland 
Inspectors stationed throughout the U.S.A. 
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Do you have a 
Utility 


c{(}) 


problem? 


merica is growing. in making the many financial decisions 
Jur population isnot only increasing incidental to growth. 

i) aumbers, it’s spreading. Industry is Our Analytical Studies, Seminars and 
anding to meet challenging new Round Table Conferences have helped 
ortunities. many Utilities bring added vitality to 
ind Utilities are faced with enor- their capital planning, financing and 
us capital expansion to provide for cultivation of the financial community. 

growing needs of industry and For information, you are cordially 
sumers. invited to call our Public Utility De- 
‘his is where the Irving can be of partment at LL 3-2967 or write us at 
ticular help—by assisting Utilities One Wall Street. 


IRVING TRUST COMPANY 


sds ever $150,000,000 One Wall Street, New York 15, N.Y. Total Assets over $1,750,000,000 


ORGE A. Murpny, Chairman of the Board WILLIAM E, PETERSEN, President 
Public Utilities Department—JOHN F. CuiLps, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Steam turbine buckets of maximum efficiency are made on this tape-controlled profile miller. 


At General Electric, turbine buckets with airfoil conto 
of maximum efficiency are automatically milled to e 
“4 tolerances. One result: Increased efficiency with more po 

Large steam tu rbine from more compact steam turbines. 
This high-speed precision production is accomplished ¥ 
. a tape-controlled profile miller. A drawing is translated 0 
triple play magnetic tape and the tape fed into the milling machin 
ilies tape reader. The machine, fully automatic, mills each bud 


fr om d raw n 9 to identical tolerances. 


The numerically controlled profile miller is just one off 
many precision machine tools used by General Electric 


t t produce the best turbine-generators possible. Other a 


matic equipment is used for drilling, boring, we'ding, red 
ing, tapping, and assembly. 


All of these many operations characteristic of mot 
manufacturing contribute to the quality and : erforma 
0 uC A of each General Electric steam turbine-generato long belo 


it is placed in service. And this quality and per‘ »rmancel 
main for the many years of each unit’s life. 


Progress /s Our Most /mportant Puc “uct 


GENERAL @ ELECTAIC 


General Electric 
Turbine-Generators 
Help Keep 
Power Costs Low 
Steam turbine-generators 


Steam turbine-generators 
for larae blocks of nower 


Gas turbines for peaking, 
100.000 kw and lower 


hase load combined cvcles 


